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TSL's feature campaign in 2005 has brought about a brilliant assortment of new
images to enrich our stores across China and Hong Kong. We aim to revitalize
and strengthen TSL's image of quality, craftsmanship and beauty through this
new campaign.

(Cover) "My Love” campaign, featured wedding couple driving in the desert.

(Inside Cover) To capture these beautiful photographs, TSL traveled to a desert
in the United States. We wanted a very natural setting to reflect how a diamond
in itself is natural; a piece of nature, rare, unique and beautiful. TSL is striving to
complement these attributes through its jewellery designs and refreshing
approach in the marketplace.
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Financial Highlights

Consolidated Profit
and Loss Account
(HKS$'million)

Turnover

Net interest expenses
Profit/(loss) for the year
Profit/(loss) attributable

to ordinary shareholders

Consolidated
Cash Flow
(HK$'million)

Cash generated from/(used in)
operations
Net cash inflow/(outflow)

before financing

Per Ordinary Share
(HK$)

Earnings/(loss)
Market price

Consolidated
Balance Sheet
(HK$'million)

No. of shares (‘"M shares)
Shareholders’ funds
Borrowings

Market capitalization

Gearing percentage

£
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2005 2004 2003 2002 2001
1,276 956 954 984 1,178
5 7 12 19 31
38 7 (49) (36) (68)
38 7 (55) (48) (80)
75 (8) 79 86 101
43 (12) 72 126 39
0.51 0.19* (1.4)* (1.2)* (2.0)*
2.35 4.2% 0.6* 1.1* 2.1%
207 39* 39* 39% 39*
242 41 33 63 113
94 247 254 282 353
487 165 25 43 83
5% 512% 601% 365% 270%

* after adjusting for the capital reorganisation, which involved a consolidation of 100 issued ordinary shares into 1 share
and then subdivided into 10 shares in the year 2004/05.
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Letter to the Shareholders

Review and Outlook

I am very pleased to report that the financial year ended 28
February 2005 has proved to be a major turnaround year for
the Group as a result of (i) the completion of its capital
reorganisation in November 2004 (ii) the raising of new funds
by it via an open offer in December 2004 (iii) the major
reduction and terming out of its remaining borrowings and
(iv) the strong sales growth it experienced throughout the
year mainly aided by significant increase in the number of
tourists from Mainland China and also from generally
improved economic conditions in Hong Kong during the year.

As a result of the above, the Group was able to (i) achieve a
HK$320.4 million (33.5%) increase in its turnover and a
HK$30.5 million (407.4%) increase in profit for the year when
compared to the previous financial year and (ii) substantially
strengthen its financial position with shareholder funds
increasing by HK$201.9 million to HK$242.5 million and its
gearing ratio (ratio of interest bearing borrowings less cash
and bank balances to net assets value) reducing from 511.6%
to 5.2%. Overall, we are entering the current year in a much
healthier, stronger and rejuvenated position than that of
previous years. | would like to thank all shareholders for their
supports in achieving this outcome.

Tse Tat Fung, Tommy — Chairman
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Due to the substantially improved position and performance
of the Group and the retail market during the year, the Group
was able to continue with its program of reinvestment and
infrastructure rebuilding that started last year in order to
continue to rebuild and expand its business to ensure that it
is well positioned to meet the competition and to grow in a
consistent and steady manner going forward.

I would like to report the progress of these initiatives which
have been undertaken and the other achievements of the
Group since the last annual report:

e  The Group has set up a new factory in Sha Tau Kok which
opened in December 2004 and has leased a new factory
in Panyu which will open in July 2005. Both factories are
in addition to our existing three factories and will serve
the Group's requirements for general and specialized
jewellery products in the greater China region as well as
our growing export business going forward.

e Approximately 70% of the Group’s outlets in the
Mainland China and 66% of the Group’s outlets in Hong
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The images of TSL’s new ad campaign enhance and give new energy to

Kong have now been changed to the new image with
the new corporate identity. More outlets will be
renovated with the new image to provide our customers
with a more pleasant and comfortable shopping
environment. It is planned that 100% of the Group’s
outlets will bear the new image by the end of next
financial year.

The Group developed a new and substantially upgraded
set of promotional material and image advertisements
during the year to suit its new store image and
merchandise selection. The new in-store graphics and
external image campaign were launched in April 2005
in both Hong Kong and the Mainland China and have
been well received. This re-branding exercise will be
progressed further throughout the forthcoming
financial year.

The Group has embarked upon a store expansion
program both in Hong Kong and the Mainland China
with 2 new stores opened in Hong Kong. The new stores
in Causeway Bay and Yau Ma Tei have been well
received by our customers. Another new store was

the store’s interior. Above: TSL’s Central flagship store.
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opened in Mongkok in mid April 2005 and two
further stores will be opened in Mongkok and Tsim
Sha Tsui respectively in July 2005 to serve the
increasing number of tourists and the reviving local
market. Number of outlets in Mainland China has
increased from 86 of last year to 103 by the end of
February 2005.

As part of our continuing expansion in the Mainland
China, the new concept store created last year under
the brand name, 3 % f#|Saxx, was further expanded
with the opening of 5 new stores by May 2005. This
brand is an extension of the Group’s quality
products and services to the young and trendy
consumer segment in the Mainland China. During
the year, the interior design of the i % 8§ |Saxx shop
won the award of “Design for Life Awards 2005 -
Category : Retail” by the American Society of
Interior Designers. i & BB |Saxx will form a new
entry point for the Group to this young and trendy
market segment and also to secondary cities in the
Mainland China.

In May 2004, we had the honour of, once again,
being awarded the “Superbrands Hong Kong”
status by Superbrands Ltd. During the year, our
Hong Kong retail operation has the privilege to win
a number of awards from Hong Kong Retail
Management Association (“"HKRMA"), including the
“Services and Courtesy Award Programme 2004",
“Mystery Shoppers Programme — Service Industry
Leader”. Our Mr. Ben Sin also won the “On the Job
Performance Award” from HKRMA. Besides, we are
one of the winners of the “Total Quality Service
Regime” of the MTR Property Agency. On the
product front, the “Constellate” by our designer,
Ms. Simmy Chow, won the 6th Hong Kong Jewellery
Design Competition — Merit Award. All these awards
signify the recognition by the market and the
industry of our commitment to provide quality
services and products to our customers.

The implementation of our new information
technology platform is continuing and which we
expect to be completed within next financial year.
The new information technology system will enable
the Group to serve our customers more effectively
with timely and accurate information and more
efficiently by streamlining the operation
procedures.
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TSL's sub-brand jewelry boutique, it | Saxx is targeted towards the young and trendy lady of
China. It's store design was awarded by the American Society of Interior Designers in February 2005.
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In the short term, it is likely that some of the above initiatives
and/or expenditures may have an impact on the Group's
profitability. However, we believe that it is in the interests
of shareholders in the longer term for us to ensure that the
Group has a solid base and infrastructure from which the
Group will be able to continue to grow its business.

We believe the above initiatives are important steps to lead
the Group to growth and to our mission to become the
leading, most innovative, efficient and profitable jewellery
retailer in Asia. We shall, with the support of shareholders,
steadfastly and painstakingly work to continue with the
above initiatives in order to achieve our mission.

The Group has also been active during the year supporting
charitable and community causes. | am very pleased that we
made a contribution to the fund raising exercises conducted
by Unicef Nation Children’s Fund. The Group will continue
to make contributions to such worthy causes as and when
the opportunity or need arises.

On behalf of the Board, | would like to take this opportunity
to express our thanks to our bankers, business partners,
advisors, shareholders and staff for their continuing efforts
and supports in past year and in the future.
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The first flagship store in Guangzhou, China (located on XiaJiu Road) opened in April 2005.
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Turnover for the year was HK$1,276 million (2004: REENEHXERBEH,276,000,0007T
HK$956 million), a 33.5% increase on that achieved last (20044 : 7%#5956,000,000 70 ) ' EX EFIE R
year. The profit for the year was HK$38 million (2004: 33.5% ° NEERFIAH B 38,000,000
HK$7.5 million), an improvement of HK$30.5 million on (20044 : 78 7,500,0007T) " ERRER N T
that achieved last year. Earnings per share was HK50.6 730,500,000 T B R EFHAEFFR19.1
cents as compared to HK19.1 cents (after adjusting for Bl (2 RR2004/05F EETHNEARSHERA
capital reorganisation in 2004/05) in last financial year. B)IBESFESRKR50.6 81l -
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Business Segment

The Group is engaged in jewellery manufacturing,
wholesaling and retailing in Hong Kong, Mainland China
and Malaysia. It also manufactures and exports jewellery
products to the United States of America and Europe.

During this year the retail market in Hong Kong and
Mainland China showed great improvement over that of the
last financial year. This, when combined with new store
openings in Hong Kong and Mainland China, allowed the
Group to record a much improved turnover and profit for
the year.

Both our retail and showroom operations in Hong Kong
improved as a result of the continuing relaxation of
restrictions on Individual Visitor Scheme from Mainland China
and the overall rebound of the economy of Hong Kong. With
the opening of Disneyland in September 2005, we are
cautiously optimistic about the outlook of the tourist industry
in Hong Kong and the local economy for the current year
and beyond.
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Turnover and profitability of the business in the Mainland
China grew satisfactorily. The increasing affluent population
of the Mainland China creates a large demand for quality
jewellery products. Number of outlets in the Mainland China
has increased from 86 of last year to 103 by the end of
February, 2005 to tap the growth potential of the market.
The Group has also introduced the new brand %% [Saxx
to the Mainland China market to better serve the different
segments of the market. The increasing number of outlets
helps to increase turnover and profitability and to capture

the gains from the economies of scale.

The Malaysian operation remains stable in the year under
review.

The Group resumed its export business a few years ago and
has attained encouraging growth both in turnover and
profitability during the year. We believe export business will
continue to grow steadily over the years and become one of
the major sources of growth of the Group.

Management’s Discussion and Analysis
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TSL always strives for quality service. In 2005, TSL's sales team was awarded the

"Services and Courtesy Award Programme" as well as the "Mystery Shoppers Program

- Services Industry Leader" by the Hong Kong Retail Management Association. The

award winning story made headlines in the magazines in Hong Kong, including (top)

Recruit, East Week and Next magazines.
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Employees

At the end of the financial year, the Group had approximately
1,860 employees. Employees are rewarded on a performance
basis with reference to market rates. Other employee
benefits include medical cover and subsidies for job-related
continuing education. The Group also has an employee share
option scheme. No options were granted pursuant to the
scheme during the year.

Retail front line staff are provided with formal on-the-job
training by external professional trainers. Experience sharing
with seniors at in-house seminars and discussion groups

enhance intra-departmental communications.

Plans for Investments

The improved retail environment in Hong Kong and the
growth opportunities in Mainland China has meant that our
competitors are expanding more rapidly and new
competition is entering the industry. To embrace the business
opportunities and to stand against the current and new
competition, the Group has budgeted but not committed

wa%

L&

MANAGE
%
Courtesy A

crence

ASSOCIATTON
'.I
B LLIILE

L

Mr. Ben Sin who is one of our experienced frontline
salesman, was awarded the "On the Job
Performance Award" by HKRMA in 2004.
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capital expenditure (committed amount subject to
funding availability) for the financial year 2005/06
amounts to approximately HK$70 million, where a major
portion goes to renovation or relocation of outlets,
expansion of outlets in Hong Kong and Mainland China,
building new production plants, and investment in new
information technology infrastructure. It is planned that
such capital expenditure will be financed by internal
resources and new bank financing.

Liquidity, Capital Structure and Gearing

All the Group’s borrowings are denominated in local
Hong Kong dollars. Interest is determined on the basis
of inter-bank market rates.

As at 28 February 2005, the Group had total borrowings
from banks and financial creditors of HK$94.5 million.
Of this, HK$72.4 million was due to Partner Logistics
Limited, a company controlled by Mr. Tse Tat Fung,
Tommy, the substantial shareholder and a director of
the Group and HK$20.7 million was due to three banks,
which together are secured by all the assets and
undertakings of the Group (collectively “ the Lenders").
A new loan agreement was entered into with the
Lenders on 27 September 2004 pursuant to which the
repayment of this debt was rescheduled out over two
to three years. There was also a balance of HK$1.4 million
of obligations under finance leases.

The capital reorganisation, the open offer and the profit
for the year increased the shareholders fund from
HK$40.5 million to HK$242.5 million. The gearing (ratio
of interest bearing borrowings less cash and bank
balances to net asset value) was reduced from 5.1 times
to 0.05 times.

The Group had cash balance of HK$81.8 million which is
sufficient for the present working capital requirements.

Charges on Group Assets

(a) At 28 February 2005, debentures were executed by
the Group in favour of its bankers and financial
creditors charging, by way of fixed and floating
charges, all of the undertakings, properties and
assets of the Company and 17 of its subsidiaries as
security for, inter alia, all obligations and liabilities,
actual or contingent, from time to time owing by
the Group to the bankers and financial creditors.
Rental revenue of the Group is also charged in
favour of the Group's bankers.

Management’s Discussion and Analysis BEEEZNRRD
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(b) At 28 February 2005, the Group pledged the capital
contribution to a subsidiary of the Group amounting to
US$235,000 and all the benefits accruing to the pledged
equity interest of 11.625% of the subsidiary to the
Group's bankers and financial creditors as security for,
inter alia, all obligations and liabilities, actual or
contingent, from time to time owing by the Group to
the bankers and financial creditors.

(c) At 28 February 2005, the Group pledged all rights, titles
and interests in 56.46% of the entire share capital of
Infinite Assets Corp. and Tse Sui Luen Investment (China)
Limited and all benefits accruing to the pledged equity
interest to the Group’s bankers and financial creditors
as security for, inter alia, all obligations and liabilities,
actual or contingent, from time to time owing by the
Group to the bankers and financial creditors.

Exchange Rates

During the year, the transactions of the Group were mainly
denominated in local currencies, Renminbi and US dollars.
The impact of the fluctuation of foreign exchange rates of
these currencies is insignificant to the Group.

Contingent Liabilities

(a) At 28 February 2005, the Company has issued guarantees
to banks and financial creditors in respect of general
banking and other credit facilities extended to certain
subsidiaries of the Company amounting to
HK$95,346,000 (2004: HK$248,427,000).

(b) As at 28 February 2005, tax treatments adopted by the
Group relating to certain offshore income and agents
commission payments and promoter fees arising in prior
years are being challenged by the IRD. In the event that
the Group is not successful in defending these
challenges, the Group may be subject to significant
additional tax liabilities and possibly penalties.

Save as mentioned above, as at 28 February 2005 the Group
did not have any other material contingent liabilities.

(b) M 2005%2828H AL BEIRER—H
MBS Y 235,000 T HEER AR
ZHIE A TR 11.625%C KR A
TR ET I — YRR IR T A EmATIR
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ETEXRITR IS ERANEER
R EEER EENIRRR.
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Directors and Senior E5k
Management Profile SREBEAESEN

Biographical Details of Directors EEER

Executive Directors HITES

Tse Tat Fung, Tommy, aged 37, is the Chairman of the Group. A REI76 BEEBE 2R FREAE
He is the son of Mr. Tse Sui Luen, the founder of the Group ERWAHRBLEZRFREREMRE
and the spouse of Ms. Yau On Yee, Annie, the Senior REBOKBBLZELZ L 22X R -KFEER
Information Technology and Business Analysis Manager. He EEBERRRERER -MMNMIMF1A
is responsible for the Group's overall strategy and business MAREB-RFERERL (THER) £
development. He joined the Group in January 1994. He holds URBBELS (HB) BURNEBELT EH2)
a Bachelor’s degree in Science (Business Administration), a By -5 % H R HAE& ) Partner Logistics
Bachelor’s degree in Science (Mathematics) and a Master's Limited % Blink Technology Limitedis &7
degree in Arts (Mathematics). He is a director of Partner NAZEFHRBEZROER MEBZEQT
Logistics Limited and Blink Technology Limited which have ZERo

discloseable interests in the Company under provisions of
the Securities and Futures Ordinance.
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Peter Gerardus Van Weerdenburg, aged 46, is the Deputy
Chairman and the Chief Executive Officer of the Group. He
is responsible for the overall financial operations and
management of the Group. Prior to joining the Group in
December 2002, he has had extensive experience in
rebuilding the operations of a number of public companies.
He holds a Bachelor’s degree in Financial Administration and
is also a Chartered Accountant. He is a director of Partner
Logistics Limited which has discloseable interests in the
Company under provisions of the Securities and Futures

Ordinance.

Alex Chan, aged 37, is the Hong Kong Retail Director of the
Group. He is responsible for the Hong Kong retail business,
branding strategies and development. He has extensive
marketing experience in retail and telecommunications
industries. He joined the Group in December 2001. He holds
a Bachelor’s degree in Science and previously held marketing
position in PCCW Group and Hong Kong CSL Limited.

Directors and Senior Management Profile
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Non-executive Director

Hong Po Kui, Martin, aged 55, had been an Independent
Non-executive Director of the Company since 1 July 1991
and has been a Non-executive Director of the Company
since 21 January 2005. Mr. Hong has since 1977 practiced
as a legal practitioner in Hong Kong and is currently the
Chairman of Hong Kong Football Association and the
Commissioner of Hong Kong Road Safety Patrol. Mr.
Hong is also an independent non-executive director of
Sau San Tong Holdings Limited (Stock Code: 8200), which
is a company listed on the Growth Enterprise Market of
The Stock Exchange of Hong Kong Limited, and Simsen
International Corporation Limited (Stock Code: 993),
which is a company listed on The Stock Exchange of Hong

Kong Limited.

Independent Non-executive Directors

Chui Chi Yun, Robert, aged 48, has been an Independent
Non-executive Director of the Company since 12 April
1999. Mr. Chui is a practising Certified Public Accountant
in Hong Kong. He holds a Bachelor’s degree in Commerce
(Major in Accounting) and is a fellow member of the
Hong Kong Institute of Certified Public Accountants and
the Association of Chartered Certified Accountants in
the United Kingdom. Mr. Chui is also an independent
non-executive director of Capital Prosper Limited (Stock
Code: 1003), which is a company listed on The Stock
Exchange of Hong Kong Limited.

Gerald Clive Dobby, aged 65, has been an Independent
Non-executive Director of the Company since 31 August
2000. Mr. Dobby previously held senior positions within
the HSBC Group, is currently a director of several

companies in Hong Kong and Jersey.

Lui Pui Kee, Francis, aged 54, has been an Independent
Non-executive Director of the Company since 31 August
2000. Mr. Lui has held senior positions in local and
international financial institutions in Hong Kong. He is
currently Group Managing Director of Tai Chong Cheang
Steamship Co. (H.K.) Ltd. and an independent
non-executive director of China Resources Cement
Holdings Limited (Stock Code: 712), which is a company
listed on The Stock Exchange of Hong Kong Limited. He
holds a Bachelor’s degree in Science (Business

Management).
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Senior Management Profile

Cheng Hung Piu, aged 47, is the Product Planning and
Trading Director of the Group. He joined the Group in March
1977 and has extensive experience in retail operation,
product development and merchandise planning. He is
responsible for the product procurement and merchandising
of the Group. He is also responsible for the merchandising

management of the trading business in China.

Chow Kwok Ying, Rachel, aged 41, is the Group Human
Resources Director and is responsible for the overall strategic
planning and implementation of human resources and
people development function. She joined the Group in July
2001. She brings with her 17 years of solid human resources
generalist experience from local and multinational
organizations in retailing, supply chain management, hi-tech
and food products manufacturing areas. She holds a

Bachelor’s degree in Arts.
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Lai Tsz Mo, Lawrence, aged 39, is the Chief Financial Officer
and is responsible for the overall treasury and accounting
functions of the Group. He holds a Bachelor’s degree in Social
Sciences and a Master’s degree in Business Administration.
He is a fellow member of the Hong Kong Institute of Certified
Public Accountants and the Association of Chartered Certified
Accountants in the United Kingdom. Before joining the
Group in January 2001, he had over 10 years of experience
in a listed company in Hong Kong and an international

accounting firm.

Lee Yiu Pong, Eric, aged 41, is the General Manager (China
Retail Division) since March 2002. Mr. Lee holds a Bachelor’s

degree. He has more than 10 years experience in retail business

in China.

Au Yit Hoo, Abel, aged 42, is the Financial Controller (China
Retail Division). He joined the Group in March 2003. Mr. Au
has more than 10 years experiences in managing accounting
and finance of PRC business with listed company in Hong
Kong and multinational companies. He holds a Bachelor’s
degree in Mathematics (major in Accounting) and a Master’s
degree in Accounting and is a member of the Australian
Society of Certified Practising Accountants.

Lo Kam Kwong, Kenny, aged 42, is the Manufacturing
Controller of the Group. Mr. Lo joined the Group in June
2001. He graduated from Macquarie University in Australia
with a Bachelor’s degree in Economics and is a Certified
Practising Accountant in Australia. He is also a member of
the Hong Kong Institute of Certified Public Accountants and
a member of The Institute of Internal Auditors.

Directors and Senior Management Profile

BrR RFEIR AU BES BERE
B2 EZRIERETTRE R LENEE
TEMR ITHEBELEM WA B
ARERREFHAREHMHAGZEFES.
M2001F1 BMAREBE LA REBHEE
EHARRBEBREATRBB T ENER

R BEA B B E (PREER) R
20023 BEMAAREE - FAEFFELE
NRFEERB TENTREEEKER

%H 200353 B A RSB -BEEFEF BB
THEEESR LT ARAREEQANTERE
BHETRIBER-FEERE2L BN
(EEEFE) REFTEB|T 2 WAEMN

SEMLAEZEE

BN RFA25 AEEEELE R EERN
200146 A i0 AAEE Bl -1% 2 B INEE
Macquarie University - ES&HEEE+ &
i BEN S TAEEBEHHAERA

HETHLAEZEE

EEREREEAE[HN

35




36

Huang Erwin Steve, aged 39, is the Hong Kong
Showroom Director of the Group. He is responsible for
the tourist showroom operations in Hong Kong. Prior
to joining the Group in February 2005, he is a seasoned
Entrepreneur in different industries. He holds double
degrees in Business Operation Management and
Management Information Systems from Boston
University.

Cheung Tse Kin, Michael, age 38, is the Export Operations
Controller, and is responsible for the overall strategy and
development of the Export Division of the Group. He
holds a Master’s degree in Business Administration
(General Management) from Henley Management
College in the United Kingdom. He is also a Chartered
Marketer and a member of the Chartered Institute of
Marketing in the United Kingdom. Before joining the
Group in March 2005, he has previously held senior
positions at several multinational corporations, and has
over 14 years of experiences in marketing management

and business development.

Yip Kwok Fai, Keith, aged 38, is the Group Merchandising
and Sourcing Controller. Mr. Yip graduated from
University of Warwick in England and holds a Bachelor’s
degree in Manufacturing Engineering. He brings with him
over 10 years of manufacturing experience in eyewear
and watches industries. Prior to joining the Group in May
2005, he worked for some multinational companies like
Citizen Watch Group and Bausch & Lomb Ltd.

Chan Fung Ying, Susanna, aged 51, is the Senior Stone
Purchasing Manager. Ms. Chan joined the Group in June
1972. She graduated from Gemological Institute of
America in 1995 and holds a Diploma in Management
Studies. She also holds a Master’s degree in Management
and a Master’s degree in Business Administration from
Macquarie University in Sydney, Australia.
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Yau On Yee, Annie, aged 35, is the Senior Information
Technology and Business Analysis Manager. She is the spouse
of Mr. Tse Tat Fung, Tommy, the Chairman of the Group.
She graduated from Boston University, USA and holds a
Bachelor’s degree in Science (Computer Engineering). She
joined the Group in August 2002. She has over 13 years of IT
experience in the United States and Hong Kong. Prior to
joining the Group, she worked for large companies like
Motorola Semiconductors and IBM Global Services. She is a
director of Partner Logistics Limited which has discloseable
interests in the Company under provisions of the Securities
and Futures Ordinance.

Tang Man Ying, Eva, aged 29, was appointed as Internal

Audit Manager with effect from February 2005. Prior to
joining the Group in December 2003, Ms. Tang had gained
more than 5 years extensive auditing experience in the
consumer and industrial products division of an international
accounting firm. She holds a Bachelor’s degree in Business
Administration (Professional Accountancy) from The Chinese
University of Hong Kong. She is a member of the Hong Kong
Institute of Certified Public Accountants and a member of
The Association of Chartered Certified Accountants in the
United Kingdom.
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Report of the Directors

The directors have pleasure in submitting their annual
report together with the audited financial statements
for the year ended 28 February 2005.

Principal Activities

The principal activity of the Company is investment
holding. The principal activities and other particulars of
the subsidiaries are set out in note 12 on the financial
statements.

The analysis of the geographical locations of the
operations of the Company and its subsidiaries (the
“Group”) during the financial year is set out in note 10

on the financial statements.

Major Customers and Suppliers

For the year ended 28 February 2005, the five largest
customers in aggregate accounted for less than 30% of
the Group’s turnover. The five largest suppliers in
aggregate and the largest supplier of the Group
accounted for approximately 43% and 16% respectively
by value of the Group’s total purchases.

As set out in note 29(c) on the financial statements, Rosy
Blue Hong Kong Ltd. is a fellow subsidiary of Prime
Investments S.A., a preference shareholder of Partner
Logistics Limited which is the Company’s controlling
shareholder.

Except for the above, at no time during the year have
the directors, their associates or any shareholder of the
Company (which, to the knowledge of the directors,
owns more than 5% of the Company’s issued share
capital) had any interest (as defined in the Rules
Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange"”)
(“Listing Rules”)) in these major customers and suppliers.

Financial Statements

The profit of the Group for the year ended 28 February
2005 and the state of the Company’s and the Group’s
affairs as at that date are set out in the financial
statements on pages 55 to 128.
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Financial Statements (Continued)

The directors do not recommend the payment of any
dividend in respect of the year ended 28 February 2005 (2004:
HK$Nil).

Charitable Donations
Charitable donations made by the Group during the year
amounted to HK$337,000 (2004: HK$55,000).

Fixed Assets

Details of the movements in fixed assets of the Group and
of the Company during the year are set out in note 11 on
the financial statements.

Share Capital

Details of the movements in share capital of the Company
during the year are set out in note 24 on the financial
statements.

Reserves

Details of the movements in reserves of the Group and of
the Company during the year are set out in note 25 on the
financial statements.

Directors
The directors during the financial year and up to the date of

this report were:

Executive Directors

Tse Tat Fung, Tommy, Chairman

Peter Gerardus Van Weerdenburg, Deputy Chairman
Alex Chan (appointed on 23 June 2004)

Leung Yit Kuen, Raymond (resigned on 25 April 2005)

Non-executive Director
Hong Po Kui, Martin (re-designated on 21 January 2005)
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Directors (Continued)

Independent Non-executive Directors
Chui Chi Yun, Robert

Gerald Clive Dobby

Lui Pui Kee, Francis

In accordance with the provisions of the Company’s Bye-
laws, Mr. Hong Po Kui, Martin and Mr. Chui Chi Yun,
Robert will retire as directors by rotation at the
forthcoming annual general meeting. Mr. Chui Chi Yun,
Robert, being eligible, will offer himself for re-election
as an independent non-executive director for a term of
three years and Mr. Hong Po Kui, Martin will not offer
himself for re-election. All other directors continue in

office for the ensuring year.

Each of the three Independent Non-executive Directors
has provided a written confirmation in respect of the
factors set out in Rule 3.13 of the Listing Rules concerning
his independence to the Stock Exchange and to the
Company. The Board considers each of the three

Independent Non-executive Directors to be independent.

Directors’ Service Contracts

No directors proposed for re-election at the forthcoming
annual general meeting has a service contract with the
Group which is not determinable by the Group within
one year without payment of compensation other than

statutory compensation.
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Directors’ and Chief Executive’s Interests
and Short Positions in Shares, Underlying
Shares and Debentures

As at 28 February 2005, the interests and short positions of
the directors and chief executive of the Company in the
shares, underlying shares and debentures of the Company
or any of its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (“SFO")),
which were required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests and short positions which they
were taken or deemed to have under such provisions of the
SFO), or which were required to be entered in the register
maintained by the Company pursuant to section 352 of the
SFO, or which were required to be notified to the Company
and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies

("Model Code”), were as follows:

(i) Interests and short positions in issued shares of
the Company

EERBEITHRAEZ

Iz 40 AE R AR 10 2 B RE R AV AE
mRXR

7200552 A28A AN AREBRESTHA
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BIY (MZ2<pAI ) A& AD TR B ATHIA
AR REEMEE AT (& (EH RAE K
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() RADANEBRITROZEHER
KRB

Ordinary shares of HK$0.25 each

BRO.25BTHEER
% of total
Name of Personal Family  Corporate Short Other issued
director interest interest interest position interest shares
HERT
RADEBE
Y] (PN 3 RikfER NEER KRR Hipfgzs BO
Tse Tat Fung, iz - - 152,960,914 - - 73.87%
Tommy (note)
(Hfzt)
Peter Gerardus B®SE 2,252,000 - - - - 1.09%

Van Weerdenburg

Note: These ordinary shares were held by Partner Logistics
Limited, a company which is owned and controlled by
Blink Technology Limited. Blink Technology Limited in
turn is wholly and beneficially owned by Mr. Tse Tat
Fung, Tommy. By virtue of SFO, Mr. Tse Tat Fung,
Tommy is deemed to be interested in all the shares held
by Partner Logistics Limited.
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Directors’ and Chief Executive’s Interests
and Short Positions in Shares, Underlying
Shares and Debentures (Continued)
(ii) Interests in underlying shares
As at 28 February 2005, none of the directors and
employees of the Company had interests in any

option to subscribe for shares of the Company.

Apart from the foregoing and other than certain
nominee shares in subsidiaries held by directors in trust
for the Company or its subsidiaries, none of the directors
and chief executive of the Company or any of their
spouses or children under 18 years of age has interests
or short positions in the shares, underlying shares or
debentures of the Company, its subsidiaries or other
associated corporations, as recorded in the register
required to be kept under section 352 of the SFO or as
otherwise notified to the Company and the Stock

Exchange pursuant to the Model Code.

Share Option Scheme

The purpose of the share option scheme is to provide
incentives or rewards to participants thereunder for their
contribution to the Group and/or to enable the Group
to recruit and retain high-calibre employees and attract
human resources that are valuable to the Group and any
entity in which the Group holds any equity interest
("Invested Entity”).

The Company has a share option scheme which was
adopted on 26 November 2003 whereby the directors
of the Company are authorised, at their discretion, to
invite any person belonging to any of the following
classes of participants to take up options to subscribe

for shares of the Company:

— any employee (whether full time or part time
employee, including any executive directors but not
any non-executive director) of the Company, any

of its subsidiaries or any Invested Entity;
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Share Option Scheme (Continued)

— any non-executive director (including independent non-
executive directors) of the Company, any of its
subsidiaries or any Invested Entity;

— any supplier of goods or services to any member of the

Group or any Invested Entity;
- any customer of the Group or any Invested Entity;

— any person or entity that provides research,
development or technological support or other services

to the Group or any Invested Entity; and

— any shareholder or any member of the Group or any
Invested Entity or any holder of any securities issued by

any member of the Group or any Invested Entity.

The exercise price of options is the highest of the nominal
value of the shares, the closing price of the shares on the
Stock Exchange on the date of grant and the average closing
price of the shares on the Stock Exchange for the five
business days immediately preceding the date of grant. The
option period will not be more than ten years from the date
of grant of the option and the Company’s board of directors
may at its discretion determine the minimum period for
which the option has to be held or other restriction before

the exercise of the subscription right attaching thereon.

Securities available for issue under the share option scheme as
at 28 February 2005 were 20,706,322 shares which represented
10% of the issued share capital of the Company at 28 February
2005. In respect of the maximum entitlement of each participant
under the share option scheme, the number of securities issued
and to be issued upon exercise of the options granted to each
participant in any 12-month period is limited to 1% of the
Company's ordinary shares in issue.
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Share Option Scheme (Continued)

Offer of an option shall be deemed to have been
accepted when the letter comprising acceptance of the
option duly signed by the grantee together with a
remittance of HK$1 is received within 28 days from the
date of offer. The share option scheme will expire on
25 November 2013.

During the year, no option was granted, exercised,
lapsed or cancelled under the share option scheme. There
is no option outstanding at 28 February 2005 and
29 February 2004.

At no time during the year was the Company, any of its
holding company or subsidiaries a party to any
arrangement to enable the directors or chief executive
of the Company or any of their spouses or children under
18 years of age to acquire benefits by means of the
acquisition of shares in or debentures of the Company
or any other body corporate.
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Substantial Shareholders’ and other

Persons’ Interests and Short Positions in
Shares and Underlying Shares
The Company has been notified that, as at 28 February 2005,

the interests and short positions of any substantial

shareholders or other persons (not being directors or chief

executive of the Company) in the shares and/or underlying

shares of the Company which have been disclosed to the

Company pursuant to the provisions of Divisions 2 and 3 of

Part XV of the SFO and have been recorded in the register

required to be kept by the Company pursuant to section 336
of Part XV of the SFO were as follows:

FERREEMALE
B 40 2 A8 BR AR A0 P RS RV

wmERR

BAD R FT A 200562 528 B HAE &
RERFHMA + (WBEAR D BANEBHREIT
BAE) AR RABRD R, LEERD P EE
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R EEA A BMEHINE REAERLQ TR
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Ordinary shares of HK$0.25 each

ER.25ETNEER

% of total % of total % of total

Direct issued Short issued Other issued

Name Capacity interest share capital position share capital interest share capital

EEBTRAR FERTRA FERTRA

®E g4 EEERE A%Estk KE  HAEEM HivlEx A¥asH

Partner Logistics Partner Logistics Beneficial 152,960,914 73.87% - - - -
Limited (note 1) Limited (HfF 1) owner
ERBEAA

Blink Technology ~ Blink Technology Deemed - - - - 152,960,914 73.87%
Limited (note 1) Limited (HfF 1) interest
FifEER

Yau On Yee BZE Deemed - - - - 152,960,914 73.87%
(note 1) (Ft1) interest
FifEER

Prime Investments  Prime Investments Deemed - - - - 152,960,914 73.87%
S.A. (note 2) S.A. (KFF2) interest
FifEER

Rosy Blue Rosy Blue Deemed - - - - 152,960,914 73.87%
Investments Investments interest
S.AR.L (note 2) S.aR.L (fE2) RiEkR

Harshad Ramniklal  Harshad Ramniklal Deemed - - - - 152,960,914 73.87%
Mehta (note 2) Mehta (ffF2) interest
FifEER
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Substantial Shareholders’ and other

Persons’ Interests and Short Positions in

Shares and Underlying Shares (Continued)

Notes:

1. These ordinary shares were held by Partner Logistics
Limited, a company which is owned and controlled by
Blink Technology Limited. Blink Technology Limited is
wholly and beneficially owned by Mr. Tse Tat Fung,
Tommy. Ms. Yau On Yee is the spouse of Mr. Tse Tat Fung,
Tommy. By virtue of the SFO, Blink Technology Limited,
Mr. Tse Tat Fung, Tommy and Ms. Yau On Yee are deemed
to be interested in all the shares held by Partner Logistics
Limited.

2. These ordinary shares were held by Partner Logistics
Limited, a company which is owned and controlled by Blink
Technology Limited. Prime Investments S.A. is the
preference shareholder of Partner Logistics Limited. Prime
Investments S.A. is owned as to 99.83% by Rosy Blue
Investments S.a.R.L., which in turn is owned as to 75% by
Mr. Harshad Ramniklal Mehta. By virtue of the SFO, each
of Prime Investments S.A., Rosy Blue Investments S.a.R.L.
and Mr. Harshad Ramniklal Mehta, is deemed to be
interested in all the shares held by Partner Logistics Limited.

Other than as disclosed above, the Company had not
been notified of any persons who had interests or short
positions in the shares and/or underlying shares of the
Company, which were required to be recorded in the
register required to be kept by the Company pursuant
to section 336 of Part XV of the SFO.

Directors’ Interest in Contracts

On 2 April 2004, Partner Logistics Limited, a company
controlled by Mr. Tse Tat Fung, Tommy, a director of
the Company, purchased from a bank lender of the

Group bank borrowing to the amount of HK$14 million.

On 16 December 2004, Partner Logistics Limited
converted HK$137,365,000 of the loans owned by the
Group into ordinary shares of HK$0.25 each in the capital
of the Company.
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Directors’ Interest in Contracts (Continued)

The loans due to Partner Logistics Limited are secured and
interest bearing at Hong Kong Interbank Offering Rate plus
2%. During the year, interest expenses paid to Partner
Logistics Limited amounted to HK$4,189,000 (2004:
HK$210,000).

Apart from the foregoing, no contracts of significance to
which the Company, its holding company or subsidiaries was
a party, and in which a director of the Company had a
material interest, whether directly or indirectly, subsisted at

the end of the year or at any time during the year.

Connected Transactions
Details of the connected transactions are set out in note 29

on the financial statements.

The Company’s independent non-executive directors have
reviewed the continuing connected transactions as set out
in the circular dated 6 November 2003 (“Continuing
Connected Transactions”) during the year as set out in note
29 on the financial statements. The independent non-
executive directors were satisfied that each of the Continuing

Connected Transaction has been:

(a) entered into in the ordinary and usual course of business
of the Group;

(b) conducted either on normal commercial terms or, if
there is no available comparison, on terms that are fair
and reasonable so far as the shareholders of the

Company are concerned;

(c) in accordance with the Licensing and Consignment
Terms (as defined in the circular of the Company dated
6 November 2003), master supply agreement,
comprehensive services agreement, and other terms
governing the Continuing Connected Transactions on
terms that are fair and reasonable and in the interests

of the shareholders of the Company as a whole; and

(d) within the respective limits as set out in the circular
dated 6 November 2003.
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Purchase, Sale or Redemption of the
Company'’s Listed Securities

During the year, neither the Company nor any of its
subsidiaries has purchased, sold or redeemed any of the

listed securities of the Company.

Convertible Securities, Options or
Similar Rights
The Company had no outstanding convertible securities,

options or similar rights as at 28 February 2005.

Pre-emptive Rights
There are no provisions for pre-emptive rights under the

Company’s Bye-laws or the laws in Bermuda.

Bank Loans and Other Borrowings
Particulars of bank loans and other borrowings of the
Group as at 28 February 2005 are set out in notes 18 to
20 on the financial statements.

Five-year Summary

A summary of the results and of the assets and liabilities
of the Group for the last five financial years is set out on
pages 129 to 130 of the annual report.

Properties
Particulars of the major properties of the Group are

shown on pages 131 and 132 of the annual report.

Report of the Directors EEEREE

BE -HEIEEA QTN
@z

RAEER ADAREEAREL DR
B S EEARA TN RS

AR IR 55 SRR SR
BRI

AT 2005%2 528 BRI 2 T
IR S R R SURLUER

BriEkeE
EINSERNC P LTE A=, s SREL) T
RERSRIRS) SRR AR E R

RTERRAMEER
AR 200552 A28 H KR T HHR
(R ARR B IS SRNIAE 18220 ©

EFEHME
AEERBEABAMBEENEEREEH
BEREZHRAFIRE129F 130

LES
REEBFTEYENFBIENETERE 1312
1328



Retirement Schemes

As from 1 December 2000, the Group operates a Mandatory
Provident Fund Scheme (the “"MPF Scheme”) under the Hong
Kong Mandatory Provident Fund Schemes Ordinance for
employees employed under the jurisdiction of the Hong Kong
Employment Ordinance. The MPF Scheme is a defined
contribution retirement scheme administered by
independent trustees. Under the MPF Scheme, the employer
and its employees are each required to make contributions
to the scheme at 5% of the employees’ relevant income,

subject to a cap of monthly relevant income of HK$20,000.

The Group also operates defined contribution retirement
benefits schemes for all qualifying employees in the People’s
Republic of China (“PRC”) and Malaysia. The assets of the
schemes are held separately from those of the Group in funds

under the control of independent trustees.

The Group’s total contributions to these schemes charged
to the profit and loss account during the year ended 28
February 2005 amounted to HK$4,518,000 representing
contribution payable by the Group to the schemes at 5%,
7% and 12% of the gross salaries in Hong Kong, PRC and

Malaysia respectively.

Public Float

Based on information that is publicly available to the
Company and within the knowledge of the directors, the
percentage of the shares in public hands exceed 25% as at
20 April 2005, the latest practicable date to ascertain such

information prior to the issue of this annual report.
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Compliance with the Code of Best Practice
The Company has complied throughout the year with
the Code of Best Practice as set out by the Stock Exchange
in Appendix 14 to the Listing Rules which was in force
prior to 1 January 2005 except that Mr. Hong Po Kui,
Martin, non-executive director and Mr. Chui Chi Yun,
Robert, independent non-executive director of the
Company, are not appointed for a specific term but they
are subject to retirement in accordance with the

Company’s Bye-laws.

Audit Committee

The Company has an audit committee comprising
independent non-executive directors, Mr. Chui Chi Yun,
Robert, Mr. Gerald Clive Dobby and Mr. Lui Pui Kee,
Francis (as alternate to Mr. Gerald Clive Dobby); and non-
executive director, Mr. Hong Po Kui, Martin. The audit
committee reviews the interim and annual reports of
the Group and meets to review and discuss the internal
controls and other relevant matters of the Group from

time to time as required.

Model Code

The Company has adopted the Model Code as set out in
Appendix 10 of the Listing Rules. The Company has made
specific enquiry of all directors regarding any non-
compliance with the Model Code during the year ended
28 February 2005, and they all confirmed that they have
fully complied with the required standard set out in the
Model Code.
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Auditors =LA

KPMG retire and, being eligible, offer themselves for 25 BETT S TS IR WS BE
reappointment. A resolution for the reappointment of KPMG F-HEBHETRISERETEER D A% EE
as auditors of the Company is to be proposed at the HRBR BREOEEHENRREFAS
forthcoming annual general meeting. ERH.

By Order of the Board AESgm

Tse Tat Fung, Tommy HE

Chairman IE

Hong Kong, 14 July 2005 &%8:2005%7H14R
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R ELEm
Report of the Auditors WES

henac

Auditors’ report to the shareholders of

Tse Sui Luen Jewellery (International) Limited
(Incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 55
to 128 which have been prepared in accordance with
accounting principles generally accepted in Hong Kong.

Respective responsibilities of directors and
auditors

The Company’s directors are responsible for the
preparation of financial statements which give a true
and fair view. In preparing financial statements which
give a true and fair view it is fundamental that
appropriate accounting policies are selected and applied
consistently, that judgements and estimates are made
which are prudent and reasonable and that the reasons
for any significant departure from applicable accounting
standards are stated.

It is our responsibility to form an independent opinion,
based on our audit, on those financial statements and
to report our opinion solely to you, as a body, in
accordance with section 90 of the Bermuda Companies
Act 1981, and for no other purpose. We do not assume
responsibility towards or accept liability to any other
person for the contents of this report.

Basis of opinion

We conducted our audit in accordance with Statements
of Auditing Standards issued by the Hong Kong Institute
of Certified Public Accountants, except that the scope
of work was limited as explained below.

An audit includes examination, on a test basis, of
evidence relevant to the amounts and disclosures in the
financial statements. It also includes an assessment of
the significant estimates and judgements made by the
directors in the preparation of the financial statements,
and of whether the accounting policies are appropriate
to the Company’s and the Group’s circumstances,
consistently applied and adequately disclosed.
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Basis of opinion (Continued)

We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary
in order to provide us with sufficient evidence to give
reasonable assurance as to whether the financial statements
are free from material misstatement. However, the evidence
available to us was limited because as explained in note 5(a)
(ii) on the financial statements, during the years ended 28
February 2005 and 29 February 2004, certain subsidiaries of
the Group received from the Inland Revenue Department
("IRD") additional assessments relating to certain offshore
income and agents commission payments and promoter fees
arising in prior years in respect of which the IRD have
challenged the tax treatments adopted by the subsidiaries.
Furthermore, subsequent to the balance sheet date, in April
2005, certain existing and previous employees of the Group
were investigated by the Independent Commission Against
Corruption (“ICAC") as described in note 31 on the financial
statements. The directors have consulted with the Company’s
legal advisers as to what legal implications the investigation
undertaken by the ICAC and its allegations will have for the
Group as a whole. In addition the directors have considered
what impact this investigation may have on the
abovementioned challenge raised by the IRD. The directors
conclude that it is too early for them to make any assessment
of legal or tax implications in light of the ICAC's investigation.
However, in the event that the subsidiaries are not successful
in defending the tax treatments adopted, the Group may be
subject to significant additional tax liabilities and penalties
as described in note 5(a)(ii) on the financial statements. The
Group has made a provision for income tax amounting to
HK$26 million and HK$13 million for the years ended 28
February 2005 and 29 February 2004 respectively. We were
unable to carry out auditing procedures necessary to obtain
adequate assurance regarding the level of this income tax
provision. There were no satisfactory audit procedures that
we could adopt to obtain sufficient evidence regarding this
income tax provision. Any adjustment to the figure may have
a consequential significant effect on net assets as at 28
February 2005 and 29 February 2004 and the profits for the

years then ended.
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Basis of opinion (Continued)

In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the
financial statements. We believe that our audit provides

a reasonable basis for our opinion.

Qualified opinion arising from limitation
of audit scope

Except for any adjustments that might have been found
to be necessary had we been able to obtain sufficient
evidence concerning the matter referred to above, in
our opinion, the financial statements give a true and
fair view of the state of affairs of the Company and of
the Group as at 28 February 2005 and of the Group’s
profit and cash flows for the year then ended and have
been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

In respect alone of the limitation on our work relating
to the matter referred to above, we have not obtained
all the information and explanations that we considered

necessary for the purpose of our audit.

KPMG
Certified Public Accountants
Hong Kong, 14 July 2005
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Consolidated Profit and
Loss Account

mERER

For the year ended 28 February 2005 EZ2005F 2528 H IFF/E
(Expressed in Hong Kong dollars) (LABTTIIR)
Note 2005 2004
Mzt $000 $000
Fr T
Turnover B 2&10 1,275,996 955,625
Cost of sales SHER A (693,496) (589,608)
582,500 366,017
Other revenue HabUg A 3&10 9,035 12,912
Selling expenses HEEH (424,816) (275,758)
Administrative expenses THER (85,963) (64,235)
Other operating expenses H fth 44 28 (345) (1,149
Profit from operations KeERF 80,411 37,787
Finance costs B E R 4(a) (5,037) (7,335)
Cost of financial restructuring BREHER (1,142) (6,472)
Gain on disposal and revaluation of HERE-YE
properties 6 2,160 1,988
Gain on disposal of subsidiary HEMHB D 7S - 9,406
Recovery of debts written off in W= BART
prior years 2 MBRIR AR 4,537 -
Write back of provision for other 1[5 H 4th FE LR
receivables & - 755
Profit from ordinary activities BRBLATIER
before taxation EKER 4 80,929 36,129
Income tax FRiSH 5(a) (35,528) (17,012)
Profit from ordinary activities MRBBESR
after taxation EBEF 45,401 19,117
Minority interests DR RER (7,382) (11,624)
Profit attributable to shareholders IRREML BRI 8&25 38,019 7,493
Earnings per share BREF
Basic K 9 50.6 cents 1l 19.1 cents {l

The notes on pages 62 to 128 form part of these financial

statements.
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Consolidated Balance Sheet

At 28 February 2005
(Expressed in Hong Kong dollars)

Non-current assets

Fixed assets

— Investment properties

— Other property, plant and

equipment

Other financial asset
Club debenture
Deferred tax assets

Current assets

Properties held for sale
Investments in securities
Inventories

Trade and other receivables
Tax recoverable

Pledged bank deposit

Cash at bank and in hand

Current liabilities

Trade and other payables

Secured bank loans

Secured other loans

Obligations under finance
leases

Current taxation

Net current assets/(liabilities)

Total assets less current
liabilities carried forward
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RBEE(BE) FE

REERRBAE
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Note
BtEF

11(a)
13

23(b)

14

15
16
23(a)

17
18
19

20(a)
23(a)

2005
$'000 $'000
Fr Fr
1,420
98,121
99,541
500
100
17,684
117,825
38
494,557
97,194
652
81,825
674,266
(367,902)
(18,656)
(508)
(58,646)
(445,712)
228,554
346,379

2004

$'000 $'000

Tt Tt

530

62,515

63,045

500

97

3,143

66,785
21,738
77
409,996
79,142
144
792
39,277
551,166
(285,868)
(51,677)
(195,731)
(20,177)
(553,453)

(2,287)

64,498



Total assets less current
liabilities brought forward

Non-current liabilities

Secured bank loans

Secured other loans

Obligations under finance
leases

Employee benefit obligations

Amount due to a minority
shareholder

Deferred tax liabilities

Minority interests
NET ASSETS
CAPITAL AND RESERVES

Share capital
Reserves

AREERRB A ERAE

FRBEE
BHEIPRITER
BEMEMER
mEEEAE

EERFEH
D BIRRRIE

IEAERHE &

DBRFER
BEFE
BAR RS
B

1

Approved and authorised for issue by the board of directors

on 14 July 2005

Tse Tat Fung, Tommy

Peter Gerardus Van Weerdenburg

BRE

~ N N O~

Directors

EE

The notes on pages 62 to 128 form part of these financial

statements.

Note
KfEF

18
19

20(a)
21(a)

22
23(b)

24
25(a)

2005
$'000
Fr

$'000
Fr

346,379

(2,066)
(72,367)

(876)
(10,190)

(781)

(86,280)
(17,648)

242,451

51,766
190,685

242,451

2004

$'000 $'000
Tt Tt
64,498
(9,570)
(1,497)
(300)
(11,367)
(12,601)
40,530
97,972
(57,442)
40,530

BEEM200557 B14R B F AT 38 H

586225128 HMFEBA B B MR — B

o

&

Consolidated Balance Sheet
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Balance Sheet

EEEER

At 28 February 2005 F200542 F28 H
(Expressed in Hong Kong dollars) (LVBTTIIR)
Note
BaE

Non-current assets FERENEE
Fixed assets BEEE 11(b)
Interest in subsidiaries MiE A m = 12
Current assets REEE
Other receivables, deposits HEWR 2 &

and prepayments RN
Cash in hand BHE
Current liabilities REBEE
Other payables and accruals  EthfENFKEFE R
Obligations under finance RS S A

leases 20(b)
Net current liabilities REBEEFE
Total assets less current BEERRBDAES

liabilities
Non-current liability FRBEE
Obligations under finance REE T ERIE

leases 20(b)
NET ASSETS EEFE
CAPITAL AND RESERVES EARREE
Share capital &N 24
Reserves i 25(b)

Approved and authorised for issue by the board of

directors on 14 July 2005

Tse Tat Fung, Tommy

Peter Gerardus Van Weerdenburg

BRE

Directors

EF

~ N N o

The notes on pages 62 to 128 form part of these financial

statements.

2005
$°000  $°000
Fr Fr

243,842
243,842

(876)

242,966

(515)
242,451

51,766
190,685

242,451

2004
$'000 $'000
Tt Tt
32,628
32,628
122
1
123
(8,184)
(8,184)
(8,061)
24,567
24,567
97,972
(73,405)
24,567

EEEM2005F7H 14 B ZEI AT

F62 2 F128H WM TEB AR IEHRKA —IB

o

X



Consolidated Statement of e
Changes in Equity BB
For the year ended 28 February 2005 F2005%F2 A28 H
(Expressed in Hong Kong dollars) (LABTTIIR)
Note 2005 2004
BiaE $000 $000
Fr T
Shareholders’ equity at beginning of BRER R F W EATR
the year 40,530 33,222
Revaluation surplus, net of deferred tax  EftZR&k CHRELERE) 25(a) T T o 416
Exchange differences on translation of BREMNE D R #RE
the financial statements of subsidiaries ZEHERE 25(a) 2,491 325
Share of exchange reserve by minority DEIRRBEML
shareholders R 25(a) (1,203) =
Capital reserve realised on liquidation of H{EB2ARELM
subsidiaries B2 BN 25(a) - (149)
Exchange reserve realised on disposal B 2 R
of a subsidiary B R EE 25(a) - (777)
Net gains/(losses) not recognised in the  FRIEFEZREZAN
profit and loss account Bz, (E58) 5,299 (185)
Net profit for the year REEFEF 25(a) ~ 7 3g019 7,493
Movement in shareholders’ equity arising ##&xxgmE: 7007
from capital transactions: HIRRER S B
Shares issued under loan conversion ERERRARER
and open offer FREEATHIRR 13 24 & 25(a) 158,603 -
Shareholders’ equity at end of the year  REREFRERERE 242,451 40,530
The notes on pages 62 to 128 form part of these financial %622 5128 AWM B A M ®mTRA — &

o

W

statements.
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Consolidated

Cash Flow Statement

For the year ended 28 February 2005
(Expressed in Hong Kong dollars)

Operating activities

Profit from ordinary activities before
taxation

Adjustments for:

— Finance costs

- Cost of financial restructuring

— Gain on disposal and revaluation

of properties
— Gain on disposal of subsidiary
— Write back of provision for properties
held for sale

— Loss/(gain) on disposal of fixed assets

— Depreciation

— Interest income

— Foreign exchange loss/(gain)

Operating profit before changes in
working capital

Increase in inventories

Increase in trade and other receivables

Increase in trade and other payables

Increase/(decrease) in employee benefit
obligations

Cash generated from/(used in) operations

Tax paid

- Hong Kong Profits Tax paid

— Overseas tax paid

Net cash generated from/(used in)
operating activities

Investing activities

Payment for purchase of fixed assets

Proceeds from sale of fixed assets

Net proceeds from sale of properties
held for sale

Net cash inflow in respect of sale of
subsidiary

Decrease in pledged bank deposit

Interest received

Net cash used in investing activities

II‘I-\ /E\ EE, ﬁ

MER

& Z£20059F2 A28 HIFF/E
(LETIITR)

KT
BRBLATIE R BT

FAEER:

— BB
—-UREAER

— HERE MRS

— HEM B A TS
—BEGEMXRERRE

- HEBEEEERRE (W)
— e
—FIS WA
-ERER 7 (KE)
EEESHEA
HERF
FEE
P L2 AR R T L A P LKURR 48
oA BRAR e EL At FE A R4 0
EEEFIEHEM
(052
REEBEE (R HRE
EHE
—ENEERNER
— BB
REFHEE (TR B
REeFH
REED
ZABABEEEN TR
HEBEEEMSHA
HESEMEMSF
IR
HENBARNES
A FE
BEPBITERRD
B FE
REZBFTANE S FHE

2005 2004
$'000 $'000
Fr F
80,929 36,129
5,037 7,335
1,142 6,472
(2,160) (1,988)
- (9,406)
(848) (872)
197 (42)
15,030 11,222
(132) (130)
2,300 (248)
101,495 48,472
(84,561) (132,450)
(18,052) (5,098)
75,665 82,287
620 (1,622)
75,167 (8,411)
(6,715) (2,367)
(5,261) (825)
63,191 (11,603)
(22,139) (6,237)
163 84
1,276 911
- 4,478
792 =
132 130
(19,776) (634)



Financing activities

Capital element of finance lease
rentals paid

(Repayment to)/advances from minority
interests

Repayment of bank loans

Proceeds from shares issued under
open offer

Capital reorganisation and share issue
expenses paid

Interest element of finance lease
rentals paid

Other borrowing costs paid

Payment of cost of financial restructuring

Dividend paid to a minority shareholder

Net cash (used in)/generated from

financing activities

Net increase/(decrease) in cash and

cash equivalents
Cash and cash equivalents at 1 March
Effect of foreign exchange rates changes
Cash and cash equivalents at

28 February/29 February

Non-cash transactions

BAED

ENRERSELY
BAHH

(38 RO OB
RRBHK

BB TEK

NEERMER

ENEAEAR
BATRIDBISE

SNmERERS
HRIS B

SN EMEERA

BB ERE RN

ENLERRKRE

BEED (A EE
MERESFAE

BReRBESEEYEM
(R2) 8

MR3AMENEESRASEEY

INEERB BN

M2H28H 2A29AKRE
RREZEY

(i) During the year, secured bank loans of $14,000,000 were

assigned to Partner Logistics Limited (“Partner

Logistics”). Details of the assignment are set out in note

18(a) on the financial statements.

(i) During the year, Partner Logistics converted
$137,365,000 of the secured other loans into shares of

the Company.

The notes on pages 62 to 128 form part of these financial

statements.

2005 2004
$'000 $'000
Frx T
(475) =
(1,497) 17,306
(16,955) (2,070)
35,546 =
(5,391) =
47) —
(5,020) (7,695)
(3,660) (5,023)
(3,538) =
(1,037) 2,518
42,378 (9,719
39,277 48,940
170 56
81,825 39,277

HRERS

() HEARFER 5%014,000,000THHE
{RERTE B EZE F Partner Logistics
Limited ([ Partner Logistics|) - E55kE2
FEEN SRR ML 18(a) ©

(i) EARFEE R Partner Logisticsil
137,365,000 T (VB IR H fth BTN

RBAEABHIRE

58622 55128 HIMIFEBA M B MR — 3B

o

S

Consolidated Cash Flow Statement

FeaReRER
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1.

B R

Notes on the

Financial Statements g
For the year ended 28 February 2005 EZ2005F2 528 H IFFE
(Expressed in Hong Kong dollars) (KETIT)

Significant accounting policies

(a)

(b)

(9]

Statement of compliance

These financial statements have been prepared
in accordance with all applicable Hong Kong
Financial Reporting Standards (which includes
all applicable Statements of Standard
Accounting Practice and Interpretations) issued
by the Hong Kong Institute of Certified Public
Accountants, accounting principles generally
accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies
Ordinance. These financial statements also
comply with the applicable disclosure
provisions of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong
Kong Limited (“Listing Rules”). A summary of
the significant accounting policies adopted by

the Group is set out below.

Basis of preparation of the financial
statements

The measurement basis used in the preparation
of the financial statements is historical cost
modified by the revaluation of investment
properties and land and buildings, and the
marking to market of certain investments in
securities as explained in the accounting

policies set out below.

Subsidiaries

A subsidiary is an enterprise controlled by the
Company. Control exists when the Company
has the power, directly or indirectly, to govern
the financial and operating policies of an
enterprise so as to obtain benefits from its
activities.

1.

ETEEEE

(a)

(b)

(c)

i3
THBBREZRREBEAMD
EEAHNEERAN(EEIHER
SEL) (BEFEEAN(E
BEBEA) REE) -BELRE
TR B R BB (D BRG)) KK =
BERH- AP BEHRRERHEE
R (EBBER S TARA BE
ZFEWRAD (TEHRA) K=
BE-UTRAEERANEIES
TR R

MBHRNEREE

BIREMEN L REENIRE
(518 AR B BB RE T EA
55 (R T XM &) s
RUBEEENEL AR
nEE

MEAT

ME AR RERA D AEH S
F-BEANRAREESEZEEE
A BRI R AR R IFE I
RHEBESN D EHEEE
o



TESHBR @
(© MA@

1. Significant accounting policies (Continued) 1.
(c) Subsidiaries (Continued)

An investment in a subsidiary is consolidated into
the consolidated financial statements. Intra-group
balances and transactions, and any unrealised
profits arising from intra-group transactions, are
eliminated in full in preparing the consolidated
financial statements. Unrealised losses resulting
from intra-group transactions are eliminated in the
same way as unrealised gains, but only to the extent

that there is no evidence of impairment.

Minority interests at the balance sheet date, being
the portion of the net assets of subsidiaries
attributable to equity interests that are not owned
by the Company, whether directly or indirectly
through subsidiaries, are presented in the
consolidated balance sheet separately from liabilities
and the shareholders’ equity. Minority interests in
the results of the Group for the year are also

separately presented in the profit and loss account.

Where losses attributable to the minority exceed
the minority interest in the net assets of a
subsidiary, the excess, and any further losses
attributable to the minority, are charged against
the Group’s interest except to the extent that the
minority has a binding obligation to, and is able
to, make good the losses. All subsequent profits of
the subsidiary are allocated to the Group until the
minority’s share of losses previously absorbed by

the Group has been recovered.

In the Company’s balance sheet, an investment in
a subsidiary is stated at cost less any impairment

losses (see note 1(i)).

EERMBARANREGERS
iR AF e H R EREE
REVERBNEBALZZ REE
EHRARSRER HERFRGSH
BIRREF 2 BRI - EBARRS
FREE R AR S ER BRI 5%
ERSHBFIERE BEHEERIR
REERBHETEEREREEDH
HiRfEe

REEAND IR RER = EL
FHADAEERBEBHE AT
BEEANREMSHBARE
EFENEND  ELRREREE
EEERARHEERRRER
D FPIR D HIRR A AN R E A
FEXENESTERRSRATE
7 BAFIRe

MRV RGBS IRBBE
FrGMB A R EEFERNER B
BED NEMREBRDBRRE
E-SEHRETTRAEE MG
xS BMDBIRRAREAFH
RAOMNBEBIE LD BEEIER
BRop-MiB DRI R R AR
ERTFALEE EEAEKEKE
LEAEN D BIRREGERS
ko

FRAREERBEBRATAHER
BIHVIRE  RERA R A EMRE
EE (SRME) BARRe

B RS HR AR
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1. Significant accounting policies (Continued) 1. FTESHER @

(d) Goodwiill (d) BmE
RHGREMBRRGEENES
BERIERERABBAEE LT
WA EERESBEAAEEN
value of the identifiable assets and liabilities HE-HMMBLARMS:

Positive goodwill arising on consolidation
represents the excess of the cost of the

acquisition over the Group’s share of the fair

acquired. In respect of subsidiaries:

— for acquisitions before 1 March 2001,
positive goodwill is eliminated against
reserves and is reduced by impairment
losses recognised in the profit and loss

account (see note 1(i)); and

—  for acquisitions on or after 1 March 2001,
positive goodwill is amortised to the
consolidated profit and loss account on a
straight-line basis over its estimated useful
life. Positive goodwill is stated in the
consolidated balance sheet at cost less any
accumulated amortisation and any

impairment losses (see note 1(i)).

$IR7E2001FE3 818 ZA0
EH R UR S IR B4 S
i Y HREESERRER
B WREREE (SHKE
10)) 28 &

HMW1E2001F3/ 1B
RIFHWWE  EBHERR
HIAFH A AER LEAZE
EFEBEERAEHE - ERH
BRUMANBE AR
$HRARIREIEE (2RI
H1() B RAGREEESR
ke

WEHBABMEENEERER
EASBGEFIRBRsEERS
BAREBEBRBRERANNVEE-
identifiable assets and liabilities acquired over EEBNARSENT:

the cost of the acquisition. Negative goodwill

Negative goodwill arising on acquisitions of
subsidiaries represents the excess of the

Group’s share of the fair value of the

is accounted for as follows:

- for acquisitions before 1 March 2001, —  HRE2001F3 818 2A]
negative goodwill is credited to a capital EHBWE EEEFTAE
reserve; and R R

Notes on the Financial Statements B R R 2R B B
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1. Significant accounting policies (Continued) 1.
(d) Goodwill (Continued)

—  for acquisitions on or after 1 March 2001, to
the extent that negative goodwill relates to
an expectation of future losses and expenses
that are identified in the plan of acquisition
and can be measured reliably, but which have
not yet been recognised, it is recognised in the
consolidated profit and loss account when the
future losses and expenses are recognised. Any
remaining negative goodwill, but not
exceeding the fair values of the non-monetary
assets acquired, is recognised in the
consolidated profit and loss account over the
weighted average useful life of those non-
monetary assets that are depreciable/
amortisable. Negative goodwill in excess of the
fair values of the non-monetary assets
acquired is recognised immediately in the

consolidated profit and loss account.

In respect of any negative goodwill not yet
recognised in the consolidated profit and loss
account, such negative goodwill is shown in the
consolidated balance sheet as a deduction from
assets in the same balance sheet classification as

positive goodwill.

On disposal of a subsidiary during the year, any
attributable amount of purchased goodwill not
previously amortised through the consolidated profit
and loss account or which has previously been dealt
with as a movement on Group reserves is included in

the calculation of the profit or loss on disposal.

-  HRE2001F3R18BHZ
BREHNEE RUAHE
BT EERETEhEER
A LA SE AT & (B [ R HE
AETETARREEMZ N
EEERRBENZ HER
K ARG IRER AR T
s RN EREE (BT
BHREBEEAAEBER
PR) BHZFESHTEE 85 1Y
FEREER AT I A
FIR - ERSBEERAER-
ST - 201 BR N B P B
ERITBEEFEREEAR
BE EHIEHEEEY
IEFAIRBERATET

EREREGSERRABERN
EREHE FENEEHESER
BEEEBERASNITREENH
B HEHEBERE—EEEEE
RIEH

MAF R HEME X F) ERTE
REBEREERUEERER
REEZDEENEEBABEN
I HEAEHENRRIREE
REEEAR-

AR R
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1. Significant accounting policies (Continued)
(e) Investments in securities

The Group’s and the Company’s policies for

investments in securities other than investments

in subsidiaries are as follows:

(i) Investments held on a continuing basis for
an identified long-term purpose are
classified as investment securities.
Investment securities are stated in the
balance sheet at cost less any provisions
for diminution in value. Provisions are
made when the fair values have declined
below the carrying amounts, unless there
is evidence that the decline is temporary,
and are recognised as an expense in the
profit and loss account, such provisions
being determined for each investment

individually.

(ii) Trading securities are stated in the balance
sheet at fair value. Changes in fair value
are recognised in the profit and loss
account as they arise. Securities are
presented as trading securities when they
were acquired principally for the purpose
of generating a profit from short-term

fluctuations in price or dealer’s margin.

(iii) Profits or losses on disposal of investments
in securities are determined as the
difference between the estimated net
disposal proceeds and the carrying
amount of the investments and are
accounted for in the profit and loss

account as they arise.

Notes on the Financial Statements B 7 R 2R B B

1.

FESHBEKR @

BHERE
REERADTDEHBERE (B
2 ) B 1 B 4N OB B

(e)

T:

(i)

(ii)

(iii)

HESAFRENRPAR
HIRE BEAREER S E
1R SR A AN A R
ERFEERRAEEEBR
BIEEREREAREBNY
S SR EAAEET
BRERNRE SR S
REBRERE LEBREX
AR R B LBER
BBIRRE (B BIERE

EEERERRRAER
REBED T REBNER
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AmBAES AELESE
EREEFRFIRe
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ERESHAENEREE
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1. Significant accounting policies (Continued)
(f) Fixed assets
(i) Fixed assets are stated in the balance sheets
on the following bases:

— investment properties with an unexpired
lease term of more than 20 years are
stated in the balance sheet at their open
market value which is assessed annually
by external qualified valuers;

— land and buildings held for own use are
stated in the balance sheet at their
revalued amount, being their open
market value at the date of revaluation
less any subsequent accumulated
depreciation (see note 1(h)). Revaluations
are performed by qualified valuers with
sufficient regularity to ensure that the
carrying amount of these assets does not
differ materially from that which would
be determined using fair values at the
balance sheet date; and

— plant, machinery and other fixed assets
are stated in the balance sheet at cost less
accumulated depreciation (see note 1(h))
and impairment losses (see note 1(i)).

(i) Changes arising on the revaluation of
investment properties and land and buildings
held for own use are generally dealt with in
reserves. The only exceptions are as follows:

—  when a deficit arises on revaluation, it will
be charged to the profit and loss account,
if and to the extent that it exceeds the
amount held in the reserve in respect of
that same asset, or, solely in the case of
investment properties, the portfolio of
investment properties, immediately prior
to the revaluation; and

1. TESFEE @

() BEEEE

(i) BlEZEERZTIIEETA
HERMEZ:

= ER A E BB 205
NIREMEEEFE
HINEHN A ERMEE
B BT =& B9 A B R
RABERER

HFEERANLRE
EYUHEE (B
RIBEMEEMHE
ARTE REEIHE
BRORTHTE (2H
BEE1(h)) RIS HEIE
H)RAEEABR
EMTEHAERN
fhERERET bR
RELEENRES
HERASEAND
REEEENHEZ
BAEHREAER;
)54

R ~ HE R I ELAE =2
BEEURAEERG
e (ZEME1(h)
KR EEE (2 RK
#H1(3) BRAEES
&k

(i) EHREWMENFEDRN
TR EEYAELNEE
—REBARBEE BT
BIERBISH:
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1. Significant accounting policies (Continued)
(f) Fixed assets (Continued)

(iii)

(iv)

Notes on the Financial Statements

— when a surplus arises on revaluation,
it will be credited to the profit and
loss account, if and to the extent that
a deficit on revaluation in respect of
that same asset, or, solely in the case
of investment properties, the
portfolio of investment properties,
had previously been charged to the

profit and loss account.

Subsequent expenditure relating to a fixed
asset that has already been recognised is
added to the carrying amount of the asset
when it is probable that future economic
benefits, in excess of the originally assessed
standard of performance of the existing
asset, will flow to the enterprise. All other
subsequent expenditure is recognised as an

expense in the period in which it is incurred.

Gains or losses arising from the retirement
or disposal of a fixed asset are determined
as the difference between the estimated
net disposal proceeds and the carrying
amount of the asset and are recognised
in the profit and loss account on the date
of retirement or disposal. On disposal of
an investment property, the related
portion of surpluses or deficits previously
taken to the investment properties
revaluation reserve is also transferred to
the profit and loss account for the year.
For all other fixed assets, any related
revaluation surplus is transferred from the

revaluation reserve to retained profits.

PR $R A YT

1.

FESHBE @
(f) BEEE &)

- MRUEBERE—E
BEEIRRREREN
XNBRBENMEAGH
BERBRERGERS
X AIEHRE AR
B EERARSER
o

(iii) EBBREEERTEN

(iv)
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ZHESMAEENRES
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1.

Significant accounting policies (Continued)
(g) Leased assets
Leases of assets under which the lessee assumes
substantially all risks and benefits of ownership are
classified as finance leases. Leases of assets under
which the lessor has not transferred all the risks
and benefits of ownership are classified as

operating leases.

(i) Assets acquired under finance leases
Where the Group acquires the use of assets
under finance leases, the amounts
representing the fair value of the leased asset,
or, if lower, the present value of the minimum
lease payments, of such assets are included in
fixed assets and the corresponding liabilities,
net of finance charges, are recorded as
obligations under finance leases. Depreciation
is provided at rates which write off the cost of
the assets in equal annual amounts over the
term of the relevant lease or, where it is likely
the Company or Group will obtain ownership
of the asset, the life of the asset, as set out in
note 1(h). Impairment losses are accounted for
in accordance with the accounting policy as
set out in note 1(i). Finance charges implicit in
the lease payments are charged to the profit
and loss account over the period of the leases
so as to produce an approximately constant
periodic rate of charge on the remaining
balance of the obligations for each accounting
period. Contingent rentals are written off as
an expense of the accounting period in which

they are incurred.

1.

EEREHBER @

(o) BEEE
mAE AR ERNBARS
FARARREBNEEESHE
BRAME LA L RWEAE
BB EBRBRENGEE
AE BEBEEHE

UBEHEBANEE

MRAEBERUABEHERE
BEENEARE ES4HE
ERNHEEEQAEESRK
EEENRENRE (B
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E milRmEERENE
EaEASSREHREE
B ERERENEER
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RAIRAEERATEIGEE
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B 69 T A PR 51 R B RE
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HEEHEEENSTHRME
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1. Significant accounting policies (Continued)
(g) Leased assets (Continued)

(ii)

Operating lease charges

Where the Group has the use of assets
under operating leases, payments made
under the leases are charged to the profit
and loss account in equal instalments over
the accounting periods covered by the
lease term, except where an alternative
basis is more representative of the pattern
of the benefits to be derived from the
leased asset. Lease incentives received are
recognised in the profit and loss account
as an integral part of the aggregate net
lease payments made. Contingent rentals
are charged to the profit and loss account
in the accounting period in which they are
incurred.

(h) Depreciation

(i)

(ii)

Notes on the Financial Statements

No depreciation is provided on investment
properties with an unexpired lease term

of over 20 years or on freehold land.

Depreciation is calculated to write off the
cost or valuation of other fixed assets over

their estimated useful lives as follows:

— leasehold land is depreciated on a
straight-line basis over the remaining

term of the lease;

— buildings are depreciated on a
straight-line basis over the shorter of
their estimated useful lives, being 40
years from the date of completion,
and the unexpired terms of the

leases; and

PR $R A YT

1.

FESHBE @
(9) HEEE &)

(ii)

(h) #E

(i)

(ii)

REHEBH
NBEAEEEBEEAERE
REENER BIREAE
EHI A REERE AN
ENETHER USHEE
BRI BNEEME
ERFERRMIEEEE
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1. Significant accounting policies (Continued)
(h) Depreciation (Continued)

0]

— other fixed assets are depreciated on a
straight-line basis over their estimated

useful lives as follows:

Furniture, fixtures and
equipment 1to 10 years
Plant and machinery 3 to 7 years
Motor vehicles 4 to 10 years
Impairment of assets
Internal and external sources of information are
reviewed at each balance sheet date to identify
indications that the following assets may be
impaired or an impairment loss previously

recognised no longer exists or may have decreased:

—  fixed assets (other than properties carried at

revalued amounts);

- investments in subsidiaries; and

—  positive goodwill (whether taken initially to

reserves or recognised as an asset).

If any such indication exists, the asset’s recoverable
amount is estimated. An impairment loss is
recognised in the profit and loss account whenever
the carrying amount of such an asset (including
positive goodwill taken directly to reserves) exceeds
its recoverable amount.
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1. Significant accounting policies (Continued)
(i) Impairment of assets (Continued)

(i)

(ii)

Notes on the Financial Statements

Calculation of recoverable amount

The recoverable amount of an asset is the
greater of its net selling price and value in
use. In assessing value in use, the estimated
future cash flows are discounted to their
present value using a pre-tax discount rate
that reflects current market assessments of
time value of money and the risks specific
to the asset. Where an asset does not
generate cash inflows largely independent
of those from other assets, the recoverable
amount is determined for the smallest
group of assets that generates cash inflows

independently (i.e. a cash-generating unit).

Reversals of impairment losses

In respect of assets other than goodwill,
an impairment loss is reversed if there has
been a favourable change in the estimates
used to determine the recoverable
amount. An impairment loss in respect of
goodwill is reversed only if the loss was
caused by a specific external event of an
exceptional nature that is not expected to
recur, and the increase in recoverable
amount relates clearly to the reversal of

the effect of that specific event.

A reversal of impairment losses is limited
to the asset’s carrying amount that would
have been determined had no impairment
loss been recognised in prior years.
Reversals of impairment losses are credited
to the profit and loss account in the year

in which the reversals are recognised.
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1.

Significant accounting policies (Continued)

()

(k)

Inventories
Inventories are carried at the lower of cost and net
realisable value.

Cost is calculated using the weighted average cost
formula and comprises all costs of purchase, costs of
conversion and other costs incurred in bringing the

inventories to their present location and condition.

Net realisable value is the estimated selling price
in the ordinary course of business less the estimated
costs of completion and the estimated costs

necessary to make the sale.

When inventories are sold, the carrying amount of
those inventories is recognised as an expense in the
period in which the related revenue is recognised. The
amount of any write-down of inventories to net
realisable value and all losses of inventories are
recognised as an expense in the period the write-down
or loss occurs. The amount of any reversal of any write-
down of inventories, arising from an increase in net
realisable value, is recognised as a reduction in the
amount of inventories recognised as an expense in the

period in which the reversal occurs.

Properties held for sale

Properties held for sale are stated at the lower of
cost and net realisable value. Cost comprises all direct
costs incurred in connection with bringing the
properties held for sale to their current condition.
Net realisable value represents the estimated selling
price in the ordinary course of business less all costs

to be incurred to make the sale.
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1. Significant accounting policies (Continued)

)

Cash equivalents

Cash and cash equivalents comprise cash at
bank and on hand, demand deposits with
banks and other financial institutions, and
short-term, highly liquid investments that are
readily convertible into known amounts of cash
and which are subject to an insignificant risk
of changes in value, having been within three
months of maturity at acquisition. Bank
overdrafts that are repayable on demand and
form an integral part of the Group’s cash
management are also included as a component
of cash and cash equivalents for the purpose

of the cash flow statement.

(m) Employee benefits

Notes on the Financial Statements

(i) Salaries, annual bonuses, paid annual leave,
leave passage and the cost to the Group of
non-monetary benefits are accrued in the
year in which the associated services are
rendered by employees of the Group.
Where payment or settlement is deferred
and the effect would be material, these

amounts are stated at their present values.

(i) Contributions to Mandatory Provident
Funds as required under the Hong Kong
Mandatory Provident Fund Schemes
Ordinance and contributions to the
retirement schemes operated by the
relevant authorities for employees of the
subsidiaries in the People’s Republic of
China (“PRC") and Malaysia are recognised
as an expense in the profit and loss
account as incurred, except to the extent
that they are included in the cost of
inventories not yet recognised as an

expense.
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1.

Significant accounting policies (Continued)
(m) Employee benefits (Continued)

(iii) The Group’s net obligation in respect of lump

sum long service amounts payable on cessation
of employment in certain circumstances under
the Hong Kong Employment Ordinance is the
amount of future benefit that employees have
earned in return for their service in the current
and prior periods. The obligation is calculated
using the projected unit credit method by a
qualified actuary, discounted to its present
value, and the fair value of any related plan
assets is deducted. The discount rate is the yield
at balance sheet date on Exchange Fund Notes
that have maturity dates approximating the

terms of the Group’s obligations.

(n) Income tax

()

(ii)

Income tax for the year comprises current tax
and movements in deferred tax assets and
liabilities. Current tax and movements in
deferred tax assets and liabilities are
recognised in the profit and loss account
except to the extent that they relate to items
recognised directly in equity, in which case

they are recognised in equity.

Current tax is the expected tax payable on the
taxable income for the year, using tax rates
enacted or substantively enacted at the
balance sheet date, and any adjustment to tax

payable in respect of previous years.
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1. Significant accounting policies (Continued) 1. FTESHER @
(n) Income tax (Continued) (n) FIB# (&)
(iii) Deferred tax assets and liabilities arise (i) EEBEEENEEDEIH

76

from deductible and taxable temporary
differences respectively, being the
differences between the carrying amounts
of assets and liabilities for financial
reporting purposes and their tax bases.
Deferred tax assets also arise from unused
tax losses and unused tax credits.

Apart from certain limited exceptions, all
deferred tax liabilities, and all deferred tax
assets to the extent that it is probable that
future taxable profits will be available
against which the asset can be utilised, are
recognised. Future taxable profits that
may support the recognition of deferred
tax assets arising from deductible
temporary differences include those that
will arise from the reversal of existing
taxable temporary differences, provided
those differences relate to the same
taxation authority and the same taxable
entity, and are expected to reverse either
in the same period as the expected
reversal of the deductible temporary
difference or in periods into which a tax
loss arising from the deferred tax asset can
be carried back or forward. The same
criteria are adopted when determining
whether existing taxable temporary
differences support the recognition of
deferred tax assets arising from unused tax
losses and credits, that is, those differences
are taken into account if they relate to the
same taxation authority and the same
taxable entity, and are expected to reverse
in a period, or periods, in which the tax
loss or credit can be utilised.
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1. Significant accounting policies (Continued) 1. EESTHEEX @
(n) Income tax (Continued) (n) FTiS% (&)

temporary differences arising from goodwill
not deductible for tax purposes, negative
goodwill treated as deferred income, the
initial recognition of assets or liabilities that
affect neither accounting nor taxable profit
(provided they are not part of a business

combination).

The amount of deferred tax recognised is
measured based on the expected manner of
realisation or settlement of the carrying
amount of the assets and liabilities, using tax
rates enacted or substantively enacted at the
balance sheet date. Deferred tax assets and

liabilities are not discounted.

The carrying amount of a deferred tax asset is
reviewed at each balance sheet date and is
reduced to the extent that it is no longer
probable that sufficient taxable profit will be
available to allow the related tax benefit to
be utilised. Any such reduction is reversed to
the extent that it becomes probable that

sufficient taxable profit will be available.
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1. Significant accounting policies (Continued)
(n) Income tax (Continued)

(iv) Current tax balances and deferred tax
balances, and movements therein, are
presented separately from each other and
are not offset. Current tax assets are offset
against current tax liabilities, and deferred
tax assets against deferred tax liabilities
if, and only if, the Company or the Group
has the legally enforceable right to set off
current tax assets against current tax
liabilities and the following additional

conditions are met:

— in the case of current tax assets and
liabilities, the Company or the Group
intends either to settle on a net basis,
or to realise the asset and settle the

liability simultaneously; or

— inthe case of deferred tax assets and
liabilities, if they relate to income
taxes levied by the same taxation
authority on either:

—  the same taxable entity; or

— different taxable entities, which,
in each future period in which
significant amounts of deferred
tax liabilities or assets are
expected to be settled or
recovered, intend to realise the
current tax assets and settle the
current tax liabilities on a net
basis or realise and settle

simultaneously.
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1.

Significant accounting policies (Continued)

(o)

(p)

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain
timing or amount when the Company or Group has
a legal or constructive obligation arising as a result
of a past event, it is probable that an outflow of
economic benefits will be required to settle the
obligation and a reliable estimate can be made.
Where the time value of money is material,
provisions are stated at the present value of the

expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future
events are also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is
remote.

Revenue recognition

Provided it is probable that the economic benefits
will flow to the Group and the revenue and costs,
if applicable, can be measured reliably, revenue is

recognised in the profit and loss account as follows:

(i) Sale of goods
Revenue is recognised when the customer has
accepted the goods and the related risks and
rewards of ownership. Revenue excludes value
added tax or other sales taxes and is after

deduction of any trade discounts and returns.
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FESHBE @
(p) WARER (&)
(i) 5% RBARHYA

1. Significant accounting policies (Continued) 1.
(p) Revenue recognition (Continued)

(i) Commission and consultancy service

80

income

Commission and consultancy service e RERRERAZERE

income are recognised when the related PRASR B R

services are rendered.

(iii) Rental income from operating leases (iii) BEHEWHL KA
Rental income receivable under operating REHENEWHEES AT
leases is recognised in the profit and loss HESMRE 2S5 R
account in equal instalments over the W A ERETEE R aRiER B
accounting periods covered by the lease WA R MEERE S E R R
term, except where an alternative basis is M EEEFTEENINEE
more representative of the pattern of T RIBR I - & TH E W R
benefits to be derived from the leased asset. B REBEIERSERRR
Lease incentives granted are recognised in RIER B EVFEE R TE
the profit and loss account as an integral AR D HBEHEEE
part of the aggregate net lease payments HEENSTTHRRERS
receivable. Contingent rental are recognised WA
as income in the accounting period in which
they are earned.

(iv) Dividends (iv) BE
- Dividend income from unlisted - FLETRENKREW

investments is recognised when the ATE IR R BN FRIE /Y
shareholder’s right to receive FER T B HERR
payment is established.

- Dividend income from listed investments - LWRENREWRA
is recognised when the share price of the EREHEB HRERR
investment goes ex-dividend. B

(v) Interest income (v) FIEKA

Notes on the Financial Statements

Interest income from bank deposits is
accrued on a time-apportioned basis by
reference to the principal outstanding and
at the rate applicable.
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1.

Significant accounting policies (Continued)
(q) Translation of foreign currencies

(s)

Foreign currency transactions during the year are
translated into Hong Kong dollars at the exchange
rates ruling at the transaction dates. Monetary
assets and liabilities denominated in foreign
currencies are translated into Hong Kong dollars
at the exchange rates ruling at the balance sheet
date. Exchange gains and losses are dealt with in

the profit and loss account.

The results of foreign enterprises are translated into
Hong Kong dollars at the average exchange rates
for the year; balance sheet items are translated into
Hong Kong dollars at the rates of exchange ruling
at the balance sheet date. The resulting exchange

differences are dealt with as a movement in reserves.

On disposal of a foreign enterprise, the cumulative
amount of the exchange differences which relate
to that foreign enterprise is included in the

calculation of the profit or loss on disposal.

Borrowing costs
Borrowing costs are expensed in the profit and loss

account in the period in which they are incurred.

Related parties

For the purposes of these financial statements,
parties are considered to be related to the Group
if the Group has the ability, directly or indirectly,
to control the party or exercise significant influence
over the party in making financial and operating
decisions, or vice versa, or where the Group and
the party are subject to common control or common
significant influence. Related parties may be

individuals or other entities.
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1. Significant accounting policies (Continued) 1. FEEHBR @
(t) Segment reporting (t) DEWE

82

A segment is a distinguishable component of
the Group that is engaged either in providing
products or services (business segment), or in
providing products or services within a
particular economic environment
(geographical segment), which is subject to
risks and rewards that are different from those

of other segments.

In accordance with the Group’s internal
financial reporting, the Group has chosen
geographical segment information as the
primary reporting format. No business
segments analysis of the Group is presented as
all the Group’s turnover and trading result are
generated from the manufacture, sale and
marketing of jewellery products and provision

of related agency services.

Segment revenue, expenses, results, assets and
liabilities include items directly attributable to
a segment as well as those that can be allocated
on a reasonable basis to that segment. For
example, segment assets may include
inventories, trade receivables and fixed assets.
Segment revenue, expenses, assets and
liabilities are determined before intra-group
balances and intra-group transactions are
eliminated as part of the consolidation process,
except to the extent that such intra-group
balances and transactions are between group

enterprises within a single segment.

Segment capital expenditure is the total cost
incurred during the year to acquire segment
assets that are expected to be used for more

than one year.

Unallocated items mainly comprise financial
and corporate assets, interest-bearing loans,
borrowings, corporate and financing expenses

and minority interests.
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Turnover

The principal activities of the Group are the
manufacture, sale and marketing of jewellery products
and provision of related agency services.

Turnover represents the sales value of jewellery products
sold to customers and commission income. The amount
of each significant category of revenue recognised in

turnover during the year is as follows:

Sales of jewellery products KEEMFEE
Commission income kAL ON

Other revenue

Rental income HEWA
Interest income FEWA
Exchange gain B 5 Uz
Consultancy service income BERE AR AS WA
Others HAth

2. EXE
AEBENEEXBRRE HEREE
HE E IR SRR R R IR

EREREEEATFHREENNEE
BERAEZBA -FABEEEBTRE
RHZEEZWA BRI SERMNT :

2005 2004
$'000 $'000
Fx F5T
1,253,603 939,161
22,393 16,464
1,275,996 955,625
3. HiblgA
2005 2004
$'000 $'000
Fx Fi
161 1,665
132 130
2,755 3,245
256 1,258
5,731 6,614
9,035 12,912
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4. Profit from ordinary activities before
taxation
Profit from ordinary activities before taxation

is arrived at after charging/(crediting):

(a) Finance costs

(b)

Interest on bank loans
Interest on other loans
Interest on amount due to

a minority shareholder

Finance charges on
obligations under
finance leases

Staff costs

Contribution to defined

(a)

(b)

contribution retirement plan

Expense recognised in

respect of long service payments

(note 21(a)(ii) and (iii))

Retirement costs

Salaries, wages and other benefits

Notes on the Financial Statements
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BAREHBIRA
e TERHEMER

BRELATIE ¥ R B R

BBAIEEEBEFSR GEA)

2005 2004
$'000 $'000
Fr T
739 7,048
4,189 210
62 77

47 -
5,037 7,335
4,518 3,462
844 522
5,362 3,984
144,742 112,770
150,104 116,754




4. Profit from ordinary activities before
taxation (Continued)
Profit from ordinary activities before taxation is arrived

BRERIIEE B RN @

BEAIEEEBEFEMR GHA) :

at after charging/(crediting): (Continued) (#&)
2005 2004
$'000 $'000
Fr F
(c) Otheritems (0 HfEE
Cost of inventories TFERAK 693,496 589,608
Auditors’ remuneration T e 4,332 2,867
Depreciation e 15,030 11,222
Operating leases charges REHEER
- land and buildings situated —BEZLHR
in Hong Kong Y 48,662 41,706
- land and buildings situated - BBz TR
other than in Hong Kong =17 4,476 3,611

Loss/(gain) on disposal of HEERTEERE

fixed assets B8 () 197 (42)
Write back of provision for BEFEE

properties held for sale B R (848) (872)
(Reversal of provision)/provision FE (BE) s

for inventories (350) 5,205
Rentals receivable from BRI HE %

properties less direct outgoings 3 11148,0007T

of $48,000 (2004: $167,000) (20044 :167,0007T) (113) (1,498)

FERABEEE TR EER K
EHEEARFERBREAD
26,324,0007T (20044 : 26,486,000
) - BRABERT A ML KFE4(0) R
BfEE4(c) P B H95 BARRERA SC R o

Cost of inventories includes $26,324,000 (2004:
$26,486,000) relating to staff costs, depreciation
expenses, operating lease charges and provision for
inventories, which amount is also included in the
respective total amounts disclosed separately above in
note 4(b) and 4(c) for each of these types of expenses.

B RS HR AR 85
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5. Income tax in the consolidated profit

and loss account

(@) Income tax in the consolidated profit and loss

account represents:

Current tax — Provision for
Hong Kong Profits Tax

Tax for the year

Underprovision in respect

of prior years

Current tax — Overseas
Tax for the year

Deferred tax
Origination and reversal of

temporary differences

AR —
ERFEHRE

REEBIA

LAAFERBERR

REBHIE — s
REEHIA

HRE=ENELENERD

(i) The provision for Hong Kong Profits Tax
is calculated at 17.5% (2004: 17.5%) of the

estimated assessable profits for the year.

Taxation for overseas subsidiaries is

similarly charged at the appropriate

current rates of taxation ruling in the

relevant countries.

Notes on the Financial Statements B R R 2R B B

mERBERAIRIATEH

(a) FEBBRAITHNABHA:

2005 2004
$'000 $'000
Fr T
9,683 2,647
26,005 13,261
35,688 15,908
14,249 4,168
(14,409) (3,064)
35,528 17,012

() EEBRNEHBERRNEE
HIfhsT ST B FILL17.5%
(2004%5:17.5%) HIFi =5t
H oSG HNHTE A = AR IE A
ERAEIE A MIRIT R R IR

BEERE



5. Income tax in the consolidated profit 5. REBHERATHAEH
and loss account (Continued) ()
(a) Income tax in the consolidated profit and loss (a) HSEBHRTHNAEHR: &)
account represents: (Continued)

(i) During the years ended 28 February 2005 and (i) EBZE2005F2H28H

29 February 2004, certain subsidiaries of the
Group received from the Inland Revenue
Department (“IRD") additional assessments
amounting to $12 million and $13 million
respectively relating to certain offshore
income and agents commission payments and
promoter fees arising in prior years in respect
of which the IRD have challenged the tax

%2004%2 29 1EH
MEFERN AEEET
Fft B A BIUR BB 35 R AL
FENETERRERARRE
AeX HEEREEE AR
5 Bl % %212,000,0007T
% 13,000,000 K97 fnzF
BB BRI BRI E

treatments adopted by the subsidiaries. The 5E75 BT 1 B ATER A OBt
subsidiaries are in the process of gathering BEBH E-MEARIER
relevant information to support the tax BRI AN

treatments adopted. The directors believe that
the information being gathered will provide
sufficient grounds to support the tax
treatments adopted. Furthermore, as set out
in note 31, the Independent Commission
Against Corruption (“ICAC") is alleging that
certain existing and previous employees of the
Group were involved in a scheme to offer
illegal commissions to employees of a number

of travel agencies and to help them to evade

BRI R -EBEE I
ERENENERERAN
BEXFEFRANBISEER
SEo b SN IEANFEE3 1 T
B AZBEARARERET
RERAHEESHRE S/
MRATH AR SR IR
1 30123 B b PIRE B - BRI 2
ENHMRSFEETHRAS
QES-7Z EEs-7 DU

tax. The ICAC’s allegations and ongoing BHAEE U FERAR
investigation may or may not have impact on REASZHRERERN
the IRD’s above challenges on the tax MISERE G AN ESE

treatments adopted by the Group relating to
agents commission payments and promoter

fees arising in prior years.

The directors consider it prudent to establish a

provision of $39 million in respect of the above

EERANUELEEER
$39,000,000 THRER

of which $26 million and $13 million have been FENE - RBE 20055
charged to the consolidated profit and loss 2H28HK2004 F
account for the years ended 28 February 2005 2H29H EHYMIESER

and 29 February 2004 respectively.

AEEBEE D BIENE
& 1926,000,000 T K
13,000,000 T AGREE
HERA

Notes on the Financial Statements B RS 3R TR BT 5
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5. REBBERARINFAES

5. Income tax in the consolidated profit

and loss account (Continued) (&)

(a) Income tax in the consolidated profit and loss (a) HSEBERITHASEHEA: &)
account represents: (Continued)
(ii) (Continued) (i) (&

88

The outcome of the above challenges by
the IRD is undetermined as at 28 February
2005. In the event that the subsidiaries are
not successful in defending the tax
treatments adopted, the Group may be
subject to significant additional tax
liabilities and possibly penalties over and
above the additional provision of $39
million noted above. The directors’
estimate of potential additional tax
liabilities which could arise should the
offshore income claims fail is $30 million.
The directors consider that it is impractical
to estimate the potential amount of
additional tax liabilities arising if the IRD’s
challenge in respect of the agents
commission payments and promoter fees
is successful. Furthermore, under the
provisions of the current tax legislation,
the above mentioned penalties may be up
to three times any tax under-reported as
assessed by the IRD.

Notes on the Financial Statements B R R 2R B B

72005525280 KB/
U FERNERBERARA
ZHCMRE LM EA TR
FRER MBS R 7 AR
IR T4 REES
ABEMEERE L@
39,000,000 T RESMEERY
REBBEBEMIN-ES
fhRET AN R BB AN HBE =
WA T BERBE M AT RE HIR Y
BB E & B A
30,000,000t EERAE
PR E R BEfE st R R
REFEZHREEERN
BRSEMEEREIKEE
(GO o O NE g Y=
AIAIRL SRRSO LA E1R B
SN AT BEE RIS B R AE
AIDIRFIER =150



5. Income tax in the consolidated profit 5. MEBERATHAEHR

and loss account (Continued) ()
(b) Reconciliation between tax expense and (b) FIBEHIENSHRIARBEAB
accounting profit at applicable tax rates: R EHHER:
2005 2004
$'000 $'000
Fr F
Profit before tax BRT AT & A 80,929 36,129
Notional tax on profit RIBEMBARRES
before tax, calculated at the BRIWERRETE
rates applicable to profits MRE A BRI ERHE
in the countries concerned 20,934 13,311
Tax effect of profits entitled AZERRESHNEFT
to tax exemption HEsE (700) (7,574)
Tax effect of non-deductible AR H R B
expenses 4,219 1,720
Tax effect of non-taxable BAGHBANBIELE
revenue (1,989) (2,007)
Tax effect of prior year’s tax ERAFEEFRANUEFE
losses utilised this year BiENHESE (360) (7,297)
Tax effect of temporary RERWERFERD
differences not recognised RERE 587 3,677
Tax effect of prior year’s ERAREERFNL
temporary difference AEEEREEN
recognised this year FEYE (15,373) -
Tax effect of unused tax losses AREEAT B ARERK
not recognised AHEMNE RN IR E 2,205 1,921
Underprovision in respect LEFERBETRE
of prior years 26,005 13,261
Actual tax expense BERHER 35,528 17,012

Notes on the Financial Statements
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6. Directors’ remuneration

Directors’ remuneration disclosed pursuant to

section 161 of the Hong Kong Companies Ordinance

is as follows:

Fees we

Salaries and other emoluments FEREMMS
Discretionary bonuses BETEAL
Retirement scheme contributions ERET IR

Included in the directors’ remuneration were fees
of $1,440,000 (2004: $1,440,000) paid to the non-
executive directors during the year.

The remuneration of the directors is within the

following bands:

$0 to $1,000,000

$1,000,001 to $1,500,000
$1,500,001 to $2,000,000
$2,000,001 to $2,500,000
$2,500,001 to $3,000,000
$4,000,001 to $4,500,000

Notes on the Financial Statements

0JT%1,000,0007T

1,000,001t % 1,500,0007T
1,500,001t %£2,000,0007T
2,000,001t £2,500,0007T
2,500,0017t%3,000,0007T
4,000,001t %£4,500,0007T

PR $R A YT

6. EEME

RIET B (R BHRDID 16 117D RAVE

EMEMT:
2005 2004
$'000 $'000
Fr T
1,440 1,593
6,622 5,388
2,210 350
36 26
10,308 7,357

EEMEBREFRAINTHEITESN
#+1,440,0007T (20044 : 1,440,000

) @

HEEUT BEANES AT :

2005
Number of
directors
BEEAY

2004
Number of
directors
BFEAH




Individuals with highest emoluments

Of the five individuals with the highest emoluments,
three (2004: three) are directors whose emoluments are
disclosed in note 6. The aggregate of the emoluments

in respect of the other two (2004: two) individuals are

as follows:

Salaries and other emoluments HEREMME
Discretionary bonuses B ETEAL
Retirement scheme contributions BIRET B

The emoluments of the two (2004: two) individuals with

the highest emoluments are within the following bands:

$1,000,001 to $1,500,000 1,000,001t £ 1,500,000
$2,000,001 to $2,500,000 2,000,0017c £ 2,500,000
$4,000,001 to $4,500,000 4,000,001t £4,500,0007T

Profit attributable to shareholders

The consolidated profit attributable to shareholders
includes a profit of $59,281,000 (2004: loss of $8,655,000)
which has been dealt with in the financial statements

of the Company.

BEeMEAL
ERVMEHESMNALTH =17 (2004
F:=u) AES AN FERR
Fitst6 o ELEAMIML (20044 - /) AL HY
B 48280 T :

2005 2004
$'000 $'000
Fr T
5,229 3,252
256 256
24 24
5,509 3,532

2L (20045 W) Bl HZEATH
Bl T EER:

2005 2004
Number of Number of
individuals individuals

A A

1 1

- 1

1 —
REREEZER

BRERELGEBRANEE—ECIAERD
F BT $RKAY59,281,000 7t & A (2004
££:8,655,000 T8 18) ©
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9. Earnings per share

(a)

(b)

Basic earnings per share

The calculation of basic earnings per share is
based on the profit attributable to
shareholders of $38,019,000 (2004: $7,493,000)
and the weighted average of 75,063,433
ordinary shares (2004: 39,188,926 ordinary
shares after adjusting for the capital

reorganisation in 2005) in issue during the year.

Diluted earnings per share

There were no dilutive potential ordinary
shares in existence during the year ended 28
February 2005.

Diluted earnings per share is not shown in 2004
as all the potential ordinary shares (i.e. the

employee share options) are anti-dilutive.

10. Segment reporting

Segment information is presented in respect of the

Group’s geographical segments. Information

relating to geographical segments based on the

location of assets is chosen because this is more

relevant to the Group in making operating and

financial decisions. No business segments analysis

of the Group is presented as all the Group’s turnover

and trading result are generated from the

manufacture, sale and marketing of jewellery

products and provision of related agency services.

Notes on the Financial Statements
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9. BREF

(a)

(b)

BREREF
BEREARBFRRBAEENR
RFE(5Z738,019,0007T (2004
%:7,493,000) - AR B BITE
i A% B9 A 19 2175,063,4330%
(20044 : B 2005 F#EITHIE AR
EHFAEE39,188,926 T E
BR) HE-

BREERR
REIE20055F2 A28 H ILFE -7
NERBEEBEEHENENY
bl

HRAEEEZER EMEEREE
RIRRE) A EE  HTE2004
FEWESHERBERA -

10. D EPERE

DEVERREAEENLES HELHSE
o RERIBEEMENEMRMEE
HESE2ER DREEEREHAE
EELKLERMERAREEREA -HR
AEEMNEEERCEEERER
E HEREERE E e AR AR
RIBIRFE A BB HEEARER 2%
BRI Do



10. Segment reporting (Continued) 10. D EPHE @

PRC Inter-segment
(including Hong Kong) Others elimination Consolidated
HE (BFEH) 0] PRHEHUE FREE
2005 2004 2005 2004 2005 2004 2005 2004
$'000 $'000 §'000 $'000 $'000 $'000 $'000 $'000
rn Fr T r i i i r
Revenue from external REAREEHBA
customers 1,249,624 899,086 26,3712 56,539 - - 1,275,996 955,625
Inter-segment revenue AHERA 1,134 4383 - - (11,134) (4,383) - -
Other revenue from RENREEM
external customers HthA 8,688 9,606 347 3,306 - - 9,035 12,912
Total a8 1,269,446 913,075 26,719 59,845 (11,134) (4,383) 1,285,031 968,537
Segment results ABEERE 79,535 41,300 876 (3,513) 80,411 37,787
Finance costs HRER (5,037) (7,335)
Cost of financial UHELER
restructuring (1,142) (6,472)
Gain on disposal and LEREMHENE
revaluation of properties 2,160 1,988
Gain on disposal of HERBAARE
subsidiary - 9,406
Recovery of debts written WENFEEEHRER
off in prior years 4,537 -
Write back of provision for BEAEYEE
other receivables - 755
Income tax it (35,528) (17,012)
Minority interests DERRER (7,382) (11,624)
Profit attributable RREERF
to shareholders 38,019 7,493
Depreciation for the year REEHE 14,438 9,990 592 1,232
Significant non-cash expenses REFREXH
(other than depreciation) (BB 374 5,254 - -
Segment assets PHEE 864,459 733,282 18,891 16,056 (109,595) (134,674) 173,755 614,664
Unallocated assets KOBEE 18,336 3,287
Total assets BEBE 792,091 617,951
Segment liabilities PHEE 375,075 320,798 112,612 110,811 (109,595) (134,674) 378,092 296,935
Unallocated liabilities FAREE 153,900 267,885
Total liabilities SELE 531,992 564,820
Capital expenditure REERELN
incurred during the year ERFX 23,987 6,215 " 2
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11. Fixed assets 1"M.BEEE

(a) The Group (a) &R&EH
Furniture,
Land and fixturesand  Plant and Motor Investment
buildings equipment machinery vehicles  Sub-total properties Total
TRk ERERERE
BEY R&kE BERMIE _E PEE REWE £k ]
$'000 $'000 $'000 $'000 $'000 $'000 $'000
F F F FT T Fr T
Cost or valuation: A GE:
At 1 March 2004 72004538 1H 44,567 112,605 19,527 3,718 180,417 530 180,947
Exchange adjustments [E 5 R - 110 9 6 125 - 125
Additions BE = 19,662 3,337 999 23,998 - 23,998
Transfer from properties — {EfFEW%EF
held for sale (note 14) A (faF14) 20,431 - - - 20,431 850 21,281
Disposals HE = (6,235) (1,322) (935) (8,492) - (8,492)
Surplus on revaluation EfRER 6,509 - - - 6,509 40 6,549
Less: Elimination of R MEE R ET
accumulated e
depreciation (1,043) - - - (1,043) - (1,043)
At 28 February 2005 72005%2H28H 70,464 126,142 21,551 3,788 221,945 1,420 223,365
Representing: k&
Cost A = 126,142 21,551 3,788 151,481 - 151,481
Valuation - 2005 {418 —2005F 70,464 = = = 70,464 1,420 71,884
70,464 126,142 21,551 3,788 221,945 1,420 223,365
Accumulated depreciation: HTE#%E:
At 1 March 2004 72004538 1H - 98,017 16,358 3,527 117,902 - 117,902
Exchange adjustments AR - 61 2 4 67 - 67
Charge for the year REERE 1,043 12,142 1,409 436 15,030 - 15,030
Written back on disposal &G - (5,946) (1,251) (935) (8,132) - (8,132)
Elimination on revaluation {55 (1,043) - - - (1,043) = (1,043)
At 28 February 2005 7200552 H28H = 104,274 16,518 3,032 123,824 - 123,824
Net book value: BRENFE:
At 28 February 2005 72005525288 70,464 21,868 5,033 756 98,121 1,420 99,541
At 29 February 2004 72004528298 44,567 14,588 3,169 191 62,515 530 63,045
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11. Fixed assets (Continued)
(b) The Company

(c)

Cost:
At 1 March 2004 and
at 28 February 2005

Accumulated depreciation:

At 1 March 2004 and
at 28 February 2005

Net book value:
At 28 February 2005
At 29 February 2004

BRAR:
R2004F38 18K
20052 H28H
mEEE:
R2004F38 18K
20052 H28H
IREEE:
72005525280
72004525298

The analysis of net book value of properties is as

follows:

In Hong Kong
— Long leases

— Medium-term leases

Other parts of the PRC
— Long leases
— Medium-term leases

e
-REHESE
—FHEE

FEFREIE s 75
—-REHEE
—HHEE

M. BEEEE @
(b) A2F

Furniture,
fixtures and
equipment
BR-£E
PET

$'000

Fr

() MIRIREFENINMT:

The Group
AEH

2005 2004
$'000 $'000
Fr T
3,004 2,783
64,149 42,314
67,153 45,097
1,951 -
2,780 -
4,731 =
71,884 45,097

Notes on the Financial Statements
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11. Fixed assets (Continued)

(c)

(d)

(e)

Notes on the Financial Statements

(Continued)

At the balance sheet date, the property
ownership certificates in respect of the property
interests held in other parts of the PRC of
$1,951,000 as stated above have not been issued

by the relevant PRC government authority.

Investment properties of the Group were
revalued at 28 February 2005 by an
independent firm of surveyors, Chung, Chan &
Associates who have among their staff Fellows
of the Royal Institution of Chartered Surveyors,
on an open market value basis. The revaluation
surplus of $40,000 has been credited to the
profit and loss account. The carrying value of
these investment properties at 28 February
2005 is $1,420,000.

The Group’s land and buildings held for own
use were also revalued at 28 February 2005 by
an independent firm of surveyors, Chung, Chan
& Associates, on an open market value basis.
The revaluation surplus of $2,149,000 has been
credited to the profit and loss account. The
remaining surplus of $4,360,000 has been
transferred to the land and buildings

revaluation reserve of the Group (note 25(a)).

The carrying amount of the land and buildings
held for own use of the Group at 28 February
2005 would have been $80,752,000 (2004:
$61,743,000) had they been carried at cost less

accumulated depreciation.

PR $R A YT

".BEEE @

(c)

(d)

(e)

(#&)

REHE B EIRARREBUR PR
L AR SR B P B fth i 5 35
B 191,951,000 T ¥R 3 HE

hEEEEZHEE
AEBRREYEEN2005F2

A28 ARRHBIBISAMIT — 2
1T (HBPPEIHEEFAEN
EeERE8) ETEMAZRAE
MTRANEMEARELTE
i 540,000 THEERERE 5t
ABRRMWIREYHEN2005F
2H28HMEREE 41,420,000

Joo

AEBIBEE AN L REEY
JRE 200552 B 28 A & #3537
BIEET - EETUABETES
BT E F057%$2,149,000T
WEEHRBRESTABER BTH
B844,360,000 T E R E| AR EE
WL RZBEYEGRE (M
25(a)) °

BUAEBSFFER AN
REEYRRARRERE
FERAR RIS+ i RIESEY
200552 A28 A VBRI 28/
£80,752,0007t (2004 4 :
61,743,0007T) °



11. Fixed assets (Continued) 1. BEEE @

(f) The Group leases machinery and motor vehicle () FEEZEBR-Z=FANIHN
under finance leases expiring from two to three REHE HAMERITE-NHE
years. At the end of the lease term the Group has BT REBARIUEEE
the option to purchase the assets at a price deemed BEABENEE -SEEHE
to be a bargain purchase option. None of the leases HrEesEHE

includes contingent rentals.

The net book value of machinery and motor vehicle AEEUREHEFENHER
held under finance leases of the Group was JRERIAYBREF{EA1,658,0007T

$1,658,000 (2004: $Nil). (2004F :Zt) ©

12. Interest in subsidiaries 12. B A Bl
The Company

PN
2005 2004
$'000 $'000
Fr Fr

Unlisted shares/capital FEWmRD,EAR

contributions, at cost BB 708,072 708,072
Amounts due from subsidiaries FEWHI B D Bl BRFX 300,236 152,253
1,008,308 860,325
Less: Impairment loss W ORERE S (764,466) (827,697)
243,842 32,628
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12. Interest in subsidiaries (continued)

The following list contains only the particulars of

subsidiaries which principally affected the results,

assets or liabilities of the Group. The class of shares

held is ordinary unless otherwise stated.

Name of company

DAER

Beijing Tse Sui Luen
Jewellery Company
Limited #/*
("BTSL")

LRHHBSRERRAF
(B'%=%50) 2

Excellent Ford
Development
Limited (“EF")

BHERERAH
(TMEHER])

Foyer Investment
Limited
EEREBRAF

Guangzhou Xi Yun
Jewellery Company
Limited #/**

BMNEEHEARDH

Guangzhou Xiang Yun
Jewellery Company
Limited #/**

("GZ Xiang Yun")

BMNEEHREARA A
(TEMNEE]D)

Notes on the Financial Statements

Place of
establishment/
incorporation
and

operation
BRI R L
RGE I

PRC
il

Hong Kong
]

Hong Kong
]

PRC
il

PRC
s

Particulars
of issued
and paid

up capital

BRITRBE
RAFFE

Rmb1,750,000
and
US$1,800,000
1,750,000 A R ¥
% 1,800,000 T

$10,000

10,0007t

$10,000
10,0007t

Rmb2,000,000
2,000,000 A R#&

Rmb3,000,000
3,000,000 A R #

PR $R A YT

ownership interest

12. (B A TR @)
TRARIEAEENLE SERE
BEEAYSNHBATHE-BRE
BHEEN FFEENRGEBEER

Proportion of

FrARERER =

Group's held
effective by the
interest Company
FEEH RADE
BRER L)
56.46% -
56.46% =
100% =
56.46% -
56.46% =

Principal

activity

ETREE

Jewellery
manufacturing
and trading
BESERES

Jewellery
trading
KEES

Property
holding and
investment
BFEMERRE

Jewellery
retailing
KEZE

Jewellery
trading and
retailing

LKEESRTE



12. fiB A TR @

12. Interest in subsidiaries (Continued)

Proportion of

Place of ownership interest
establishment/ Particulars FrE R =
incorporation of issued Group's held
and and paid  effective by the held by Principal
Name of company operation up capital interest Company subsidiary activity
R/ BRI BRITRAE rEEH HADE Bt R

NEEH RSE B RAFE ERER 55 DEEE TEXH

Ho Loong Jewellery Hong Kong/ $2 100% - 100% Jewellery
Casting Company PRC 27T retailing
Limited B8/ HE KEZE

AEKBEEEARD

Impromptus Asia Hong Kong $10,000 100% - 100% Goldsmith
Pacific Limited BE 10,0007T and jewellery

trading
RERKEES

Infinite Assets Corp. British Virgin $275,254 56.46% - 56.46% Investment

("IAC") Islands (“BVI") 275,254 holding
REELZRS REER

Queen Busy Limited Hong Kong $2 100% - 100% Property holding
i 27T BENE

Shanghai Fu Yun PRC  Rmb1,000,000 56.46% - 56.46% Jewellery
Jewellery Company HE  1,000,000A K# retailing
Limited #/** KEZE

LEREKREARLH

Shanghai Tse Sui Luen PRC US$140,000 56.46% - 100% Provision of
Consultancy Service A 140,000 7T consultancy
Limited (“SH TSLCS")*** services

e BEEEAERAR R AR
(I LEHmBEHEEH])

Tse Sui Luen Investment BVI US$6,863 56.46% - 56.46% Investment
(China) Limited EBRLHEE 6,863% T holding
(“TSL China") REER

HEHBIRE (PE) BRAH
(s E )

Notes on the Financial Statements
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12. Interest in subsidiaries (continued)

Place of
establishment/

incorporation

and
Name of company operation
B/ R AR S
NEEH RSE 2
Tse Sui Luen Jewellery Hong Kong
Company Limited S
("TSLI")
AR ERRAR
(M EmBEERE )
Tse Sui Luen Jewellery Hong Kong/
(Malaysia) Limited Malaysia
IR E (FRAED) BB/ ERAE
BRAH
Tse Sui Luen Jewellery Samoa
Trading & Distribution 34
Limited (“TSL Trading”)
AR E R E R0
BRAF (MHHHEE])
TSL Investment (B.V.I.) BVI
Limited REEZES
TSL Properties Hong Kong
Management Limited &8

HHBXEERRAT

# Unofficial translation
FIEHAEE

Particulars
of issued
and paid

up capital

BRITRBE
BRAFFE

$34,000
34,0007

$3,000,000
3,000,0007T

us$1

1£7T

$1,000
1,0007T

$1,000
1,0007T

12. (B A TR @)

Proportion of

ownership interest

FrA Rz =

Group's held
effective by the held by
interest Company subsidiary
FEEH HADE F Bt R
BRER L) DERE
100% - 100%
100% - 100%
56.46% - 56.46%
100% 100% -
100% - 100%

& Registered under the laws of the PRC as sino-foreign joint venture

RIEHEE LR PN E BEERE

**  Registered under the laws of the PRC as limited liability company

RIZHEE AR BREER A

***  Registered under the laws of the PRC as foreign enterprise

RIZHEE LRI ELF

Notes on the Financial Statements B R R 2R B B

Principal

activity

ETRER

Jewellery
manufacturing,
trading and
retailing
HRERE
EIREE

Jewellery
retailing
KEZE

Jewellery
trading and
provision of

related agency
services
KEES RRRMH
TR R R

Investment
holding
BREEZR

Property
holding and
investment
FEMERIRE



13. Other financial asset 13. HBI R EE

The Group
rEH
2005 2004
$'000 $'000
Fr F
Investment security, at cost less provision &FH®RE BB E
— Membership and seat in the —SREEFEEEREN
Chinese Gold and Silver
Exchange Society 500 500
14. Properties held for sale 14. 5EY =
The Group
AEE
$'000
F
At 1 March 2004 7A2004F3 818 21,738
Disposals HE (1,305)
Write back of provision B EIEE 848
Transfer to investment properties BARENZE (Ff7E11(a))
(note 11(a)) (850)
Transfer to land and buildings EA T REEY
(note 11(a)) (Btat11(a)) (20,431)
At 28 February 2005 7200552 H28H -
(@) The analysis of the net book value of properties () HEVEREFEENINAOT:
held for sale is as follows:
The Group
AEE
2005 2004
$'000 $'000
Fr T
In Hong Kong TEE
— Medium-term leases — S - 17,883
Other parts of the PRC ERESLs
- Long leases - RHEEE - 1,770
— Medium-term leases — S - 2,085
- 3,855
- 21,738

Notes on the Financial Statements B RS 3R TR BT 5
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14. Properties held for sale (continued)

(b) Write back of provision for properties held for
sale is made by reference to the valuation of
the properties carried out by an independent
firm of surveyors, Chung, Chan & Associates,

on an open market value basis.

15. Inventories

Raw materials E AR
Work in progress SR
Finished goods BB

Finished goods - consigned outward HEm-—EITE

As at 28 February 2005, the Group had consigned
finished goods to the licensees, Beijing Hua Long Rui
Lin Economic and Trading Company Limited (“Hua
Long”) and Beijing Rui Feng Da Lin Jewellery Co.,
Ltd. (“Rui Feng”), both established in the PRC,
amounting to $23,700,000 (2004: $97,093,000) and
$4,897,000 (2004: $12,410,000) respectively. The
licensees are responsible for distributing the
consigned finished goods to the shop outlets
operating under the trade names of “Tse Sui Luen”
in the PRC. As at 28 February 2005, the Group had
an amount due from Hua Long and Rui Feng
amounting to $15,183,000 (2004: $30,199,000) and
$17,000 (2004: $1,290,000) respectively. Since the
Group cannot supervise the activities of the licensees,
the directors consider that it is possible that the
Group may not be able to recover possession of all
or certain of these consigned finished goods in the
event that the licensees are unable to meet their
financial obligations. The directors are not aware of
any circumstances that lead the Group to believe that
the licensees are unable to meet their financial

obligations.

Notes on the Financial Statements B R R 2R B B

14. FEVE @)

(b) BENSENXRERRSZTER
BETUARMEREET U,

ERPEMmIEL
15. 7 &
The Group
rEH

2005 2004
$'000 $'000
Fr T
76,283 49,952
56,337 67,380
333,340 183,161
28,597 109,503
494,557 409,996

1200552 A28 0 AEBE DB HE
23,700,0003T (20044 :97,093,0007T)
#14,897,0007t (20044 :12,410,000
70) B m S & F M EHERE R L
WRAEEFERE -t REERBREE
BRAT ([ZEEE]) ML R IRIEZ B ER
BERAT ([HiE]) SR mRE
AEREERTERRmIHEETH
LA 38 | 5 B S B AR 052 2005
F2H280 FENREHAREBNR
R B1H15,183,0007T (200445 :
30,199,0005t) #117,0007T (20044 :
1,290,0007T) s AR K@ A A UEEE
ERUEHEEAENES ESTAE
BLRAERFEREREREEVEE
1 ZREE B AT BE T REER [ F B 2 3B 10 7%
ZHSERRM-ERWARREEMER
SEEEE LR AR A& RBERE
HEBEEER



15. Inventories (Continued) 15. & @)

Included in raw materials and finished goods are FEA BRI M B EEE MEREREN
inventories of $7,679,000 (2004: $12,870,000) and 787,679,000t (20044 : 12,870,000
$102,368,000 (2004: $77,682,000) respectively, stated net 7t) % 102,368,0005T (2004 £
of provisions made in order to state these inventories at 77,682,0007T) * AR IR B AN S 1 51 7] 4
the lower of their cost and estimated net realisable value. BFEME PHBIRSERS RELFE-
16. Trade and other receivables 16. FEURBR TN 2 H i FE UK
Included in trade and other receivables are trade debtors AR PARE U BRI EL At FE UK TR A RO FE LR
(net of provisions for bad and doubtful debts) with the IR (EHIRRFIRES) HNIRE DM
following ageing analysis: mT:
The Group
rEH
2005 2004
$'000 $'000
Fr F
0 to 30 days 0£30K 30,348 30,779
31 to 60 days 31RE60X 1,675 6,370
61 to 90 days 61 XE9I0KX 3,966 8,336
Over 90 days HIBIOK 10,437 902
Total trade debtors FEURBRFR A ZE 46,426 46,387
Other receivables, deposits HitEW R - Re
and prepayments RN 50,768 32,755
97,194 79,142
Apart from retail customers, the Group allows an average KREEETIN NEBETFEMES T
credit period from 30 to 75 days to other customers. JH30ZE 75K WERERHR

Notes on the Financial Statements B RS 3R TR BT 5
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17. Trade and other payables

Included in trade and other payables are trade

creditors with the following ageing analysis:

0 to 30 days

31 to 60 days

61 to 90 days

Over 90 days

Total trade creditors

Other payables and accruals

18. Secured bank loans

0230k

31RE60K
61RZE90KX

HBIBIOR

FE A BR R AR BR

Hit SR Bt B A

At 28 February 2005, the secured bank loans were

repayable as follows:

Within 1 year or on demand
After 1 year but within 2 years
After 2 years but within 5 years

Notes on the Financial Statements

1FAREE B
15 2B25R
2FEBSER
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17. BRI R BB R
(E TRt ey o

SRRV BRI DATZOT -
The Group
REE
2005 2004
$'000 $'000
Fr F
28,147 67,737
32,582 17,814
28,757 27,997
124,270 58,912
213,756 172,460
154,146 113,408
367,902 285,868

18. B FRITER

A200552 A28 H  BIKIFRITERN

ERHMT
The Group
REE

2005 2004
$'000 $'000
Fr F
18,656 51,677
1,907 -
159 —
2,066 -
20,722 51,677




18. Secured bank loans (continued)

(a)

(b)

On 2 April 2004, a bank lender assigned all its rights,
title and interests in the indebtedness due to it by
a subsidiary of the Company amounting to $14
million to Partner Logistics, a company controlled
by Mr. Tse Tat Fung, Tommy, the indirect substantial
shareholder and a director of the Company.

Pursuant to an agreement entered into by the
Group and all the then bank lenders dated 3 August
2000, the Group's borrowing could be called by its
lenders on 14 days’ notice. Accordingly, the bank
borrowings and other loans (note 19) were

classified as current liabilities at 29 February 2004.

On 27 September 2004, the above agreement was
revised and a revised repayment schedule was
agreed so that the outstanding bank borrowings
are to be repaid over a two to three years period.
The Group will not commence to repay the
outstanding debt due to Partner Logistics until the
borrowings due to the bank lenders are reduced

to a total of $15.9 million.

18. EEABITER @

(a) 2004F4A2H —RERBTE
READNT-SHBLDHRA
#£14,000,0007 088 o Ff 5 0
— RER) P AR T —
FRANANEEARIRES
BRI S5 A A T — Partner

Logisticse

RIERAEBEEREERBITR
20008 B3 H#FT — 1=
AEENERATUBBET 14
B AR HA I ERRCE I iR
TERREMER (HEE19) ER
200452 A29ASREAREEE-

(b)

200459 H27 B - Eiliifa T
BT REE T —BEERTHIER
K3k REBRITENEER=
E=FREE-MAEETERR
EXRBOTHNBERRES H
15,900,0007T Z Al & A& RE [
RPartner LogisticstIfE B4
fEHER

B RS HR AR
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19. BIEHEMER
FA2005F2 8288 AIRFHMEFTH

19. Secured other loans

At 28 February 2005, the secured other loans were

repayable as follows: BERBNT:
The Group
TEE

2005 2004
$'000 $'000
Fr T
Within 1 year or on demand 1FE AR B AN - 195,731
After 1 year but within 2 years 1F#&B2F R 22,000 -
After 2 years but within 5 years 2FZB5ER 50,367 -
72,367 -
72,367 195,731
(a) Secured other loans represent the secured (a) BEAHMERZIEXPartner

(b)

Notes on the Financial Statements

loans due to Partner Logistics. At 28 February
2005, the other loans are secured, interest
bearing at Hong Kong Interbank Offering Rate
plus 2% and not expected to be settled within

one year.

As set out in note 18 on the financial
statements, bank loans of $14 million were
assigned to Partner Logistics during the year.
Subsequently on 16 December 2004, Partner
Logistics converted $137,365,000 of the secured
other loans into ordinary shares of $0.25 each
in the capital of the Company.

Details of the repayment terms are set out in

note 18(b) on the financial statements.

PR $R A YT

(b)

LogisticsHI B IEME T 12005
F2H28H HttERA/FIHES
REBRITRIZEFEMN2%TE
WEBFEE—FREER.

EME A mRMT 18RI &
11,4008 THRITEREERE
EAREEZE TPartner Logistics ° £
%2004 12316 B Partner
Logistics#137,365,000 T Y G 1K
REMERERBARDTRAH
SR EE0.25 T B

EEGRRFBRRY BRI
18(b)e°



20. Obligations under finance leases 20. MEHEERE

At 28 February 2005, the Group and the Company had 12005528280  AEBRAD TN
obligations under finance leases repayable as follows: REHERENETPNT:
(@) The Group (a) A~5£H
2005 2004
Present Interest Present Interest
value of the expense Total value of the expense Total

minimum relating minimum  minimum relating  minimum
lease  to future lease lease  to future lease
payments periods payments payments periods  payments
BEHEE =] BEEE EERE =30 BEAE
ARERE HAEXE (RELE  (HERE OFEXE AREEY

$'000 $'000 $'000 $'000 §'000 §'000

T T T T T T

Within 1 year 15/ 508 57 565 - - -
After 1 year but 15825 R

within 2 years 534 31 565 - - -
After 2 years but 2F#{B5FR

within 5 years 342 6 348 - - -

876 37 913 - - -

1,384 94 1,478 - = -

Notes on the Financial Statements B RS 3R TR BT 5
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20. Obligations under finance leases
(Continued)

20. MEHERE @

(b) The Company (b) AAF
2005 2004

Present Interest Present Interest
value of the  expense Total value of the expense Total
minimum relating minimum  minimum relating  minimum
lease  to future lease lease  to future lease
payments periods payments payments periods  payments
BEEE H&HE BEEE REHE =30 BiEEE
ARERE WHAEXH (ELE (FERE OREXE  REAH
$'000 $'000 $'000 $'000 $'000 $'000
T T T T T T
Within 1 year 15/ 305 34 339 - - -
After 1 year but EgEEN
within 2 years 320 19 339 = = =

After 2 years but 2F#{B5FR

within 5 years 195 3 198 - - -
515 22 537 - - -
820 56 876 - - -

Notes on the Financial Statements B R R 2R B B



21. BEERA=EL
(a) RHEFEHS

21. Employee benefit obligations
(a) Long service payments

Under the Hong Kong Employment Ordinance, the
Group is obliged to make lump sum payments on
cessation of employment in certain circumstances
to certain employees who have completed at least
five years of service with the Group. The amount
payable is dependent on the employees’ final salary
and years of service, and is reduced by entitlements
accrued under the Group's retirement plan that are
attributable to contributions made by the Group.
The Group does not set aside any assets to fund

any remaining obligations.

(i) The amount recognised in the consolidated
balance sheet is as follows:

Present value of unfunded

obligations

(ii) Movements in the net liability recognised in

RBEE (REFRAD  RAE
BEETHERTELEAEAE
ERBELRAFNRLEET EH
UESEHENEARELSE T
FTRERE S BYNRBREE
SHRETHWRAFEANRBEE
HEE WHIBR PR ER K
sH I RS T AR B
HYER D A LB W EAE FMEE
N EER R S5

() HEHREEESEREZHEH

IEANEEHNEBHNRE

R
The Group
rEH
2005 2004
$'000 $'000
Frx T
10,190 9,570

(i) TEHEBEEMZXEZNE

the consolidated balance sheet are as follows: EFEEBUT -
The Group
rEE
2005 2004
$'000 $'000
Fr Fr
At beginning of the year FHERTE 9,570 11,192
Expense recognised in the EEARERNZH
profit and loss account (KfaE4(b))
(note 4(b)) 844 522
Employer contributions/ BEHR BRI
benefit payments (224) (2,144)
At end of the year FAREREE 10,190 9,570

B RS HR AR
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21. Employee benefit obligations (Continued)
(a) Long service payments (Continued)

(iii) Expense recognised in the consolidated

profit and loss account is as follows:

Current service cost

Interest cost

Net actuarial losses/(gains)

recognised

(iv) The expense is recognised in the
following line items in the consolidated

REERIBRA

MEE A

R

profit and loss account:

Cost of sales SHE M
Selling expenses HEER
Administrative expenses THER

Notes on the Financial Statements

BRI

ERIABEER (k&)

21. EEEBAER @)
(a) EBBBS @)
(iii) T ER EER

=
The Group
rEE

2005 2004
$'000 $'000
Fr T
99 43
522 665

223 (186)
844 522

(iv) BEZHRETFIFEEELZ

FIEHEAER:
The Group
rEE

2005 2004
$'000 $'000
Fr T
96 90
553 332
195 100
844 522




21. Employee benefit obligations (continued)
(a) Long service payments (Continued)
(v) The principal actuarial assumptions used as at
28 February 2005 (expressed as weighted
average) are as follows:

Discount rate g =

Future salary increases RRFEFHIE

(b) Defined contribution retirement plan
The Group operates a Mandatory Provident Fund
Scheme (the “MPF Scheme”) under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for
employees employed under the jurisdiction of the
Hong Kong Employment Ordinance. The MPF
Scheme is a defined contribution retirement
scheme administered by independent trustees.
Under the MPF Scheme, the employer and its
employees are each required to make contributions
to the scheme at 5% of the employees’ relevant
income, subject to a cap of monthly relevant income
of $20,000. Contributions to the scheme vest
immediately.

The Group also operates defined contribution
retirement benefits schemes for all qualifying
employees in the PRC and Malaysia with
contributions to the schemes at 7% and 12% of the
gross salaries respectively. The assets of the schemes
are held separately from those of the Group in funds

under the control of independent trustees.

21. BERNEL @
(@) REBBE @
(v) ®200542F28 A EHE

EBERR (KEF9E
)
The Group
REE
2005 2004
4.25% 6%
3% 3%

(b) REHFERNKEE
REBTRRBER CREMAE
EEEIRED HRE BREEE
CRRIRG)) B8 A RS R 8
MABEETE (RESFTE]) -
REEETEIRE —ERERFRA
T8 HEVHNZEAEE-RIE
BEETE EENESHEER
EEMEBEAE /5% [T EMEHH
FEEANWEBAREERS
20,0007t > [ 5T &I H B LR ED
R BB ERERT

REBAAPEREREEZME
EERNESR Y —EREMHER
BRINGT BB ST B AT R
A RMEREIR BRAERE TH
SHEBRIT% R 12% © sTEINERE
BYNREENEERE YHE

NZFEANER

B RS HR AR
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22. Amount due to a minority
shareholder
The amount was unsecured, interest bearing at
Hong Kong Prime Rate and not expected to be

settled within one year.

23. Income tax in the balance sheet
(@) Current taxation in the balance sheet
represents:

Provision for Hong Kong Profits REERBAESHERE
Tax for the year

Provisional Profits Tax paid ST EMRIEH
Overseas taxation IR IR
Balance of profits tax provision LEFERSHBELR

relating to prior years

Representing: ik
Tax recoverable AT B Fi 18
Tax payable EAHE

Notes on the Financial Statements B R R 2R B B

22. B AL RERRIE

WFOR R EIEA U FBREBERRST
HANERFEHTEN—FREE-

23. BERBERATHAER
(a) EEAMRARHOREHFED

A
The Group
rEH
2005 2004
$'000 $'000
Fr T
9,683 2,647
(2,226) (338)
7,457 2,309
10,418 4,036
40,119 13,688
57,994 20,033
(652) (144)
58,646 20,177
57,994 20,033




23. BERERMTHES
()

(b) ERAELEDREENAME:

23. Income tax in the balance sheet (continued)

(b) Deferred tax assets and liabilities
recognised:

EE

EHREEEEBRERNELTS

B (EE) BERFANEZEN

The Group
The components of deferred (assets)/liabilities

recognised in the consolidated balance sheet and

movements during the year are as follows: T:
Depreciation
allowances
in excess Revaluation Employee  Provision
of related of benefit for
depreciation properties obligations inventories Tax losses Total
BERBRE
HNERBE NEER BERIRK FEER BB ot
$'000 $'000 $'000 $'000 $'000 $'000
T T T T T T
Deferred tax arising from: — EEHBERKE:
At 1 March 2003 #2003%3A 18 = = = = = =
Charged/(credited) to ERAEREE
consolidated profit 5%,/ Gt A)
and loss account 252 - - - (3,316) (3,064)
Charged to reserves EREIX
(note 25(a)) (Ht5#25(a)) - 221 - - - 221
At 29 February 2004 #200452A294 252 221 - - (3,316) (2,843)
At 1 March 2004 200453518 252 221 - - (3,316) (2,843)
Credited to consolidated ~ E&HAEBHR
profit and loss account 5%,/ (3t A) (2,449) - (1,783) (10,066) (111) (14,409)
Charged to reserves EREYIX
(note 25(a)) (Hf£25(a)) - 349 = = = 349
At 28 February 2005 R2005F2H 28R (2,197) 570 (1,783) (10,066) (3,427) (16,903)

Notes on the Financial Statements
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23. Income tax in the balance sheet
(Continued)
(b) Deferred tax assets and liabilities
recognised: (Continued)

Net deferred tax asset EREEEABRERN
recognised on the consolidated EERAEEFE
balance sheet

Net deferred tax liability EHREeEESBERERN
recognised on the consolidated BEEREEEEHE

balance sheet

(c) Deferred tax assets not recognised
The Group has not recognised deferred tax
assets in respect of tax losses of $79,224,000
(2004: $106,543,000) and temporary differences
of $3,120,000 (2004: $96,033,000). The tax losses
do not expire under current tax legislation.

Notes on the Financial Statements B R R 2R B B

23. EERBRATHAMEHR

(&)
(b) ERRELHAEENRE:
(&)

2005 2004

$'000 $'000

Tr T
(17,684) (3.143)

781 300
(16,903) (2,843)

() REINELZEHEEE
@ [ R 5 A 8(79,224,0007T
HUFi1E (20044 :106,543,0007T)
R A4 185 2 3,120,0007T (2004
£:96,033,0007T) HERE BEIE
ERIEEE - RIBRTB L B
FIBTREMARE-



24. Share capital

Authorised:

Ordinary shares of $0.25
each

Issued and fully paid:
Ordinary shares

At beginning of the year
Capital reorganisation
(note (a))

Shares issued under loan
conversion (note (b))
Shares issued under open
offer (note (c))
At end of the year

Notes:

24. B

2005 2004
No. of No. of
shares Amount shares Amount
BOEHEB X} BOEE £%8
‘000 $'000 ‘000 $'000
T Fr T B2 Tt
EEMRA:
FREE.25 TEER
1,500,000 375,000 1,080,000 270,000
EBTRHERA:
ZiER
FEREE 391,889 97,972 391,889 97,972
BAREH (ffat(a))
(352,700) (88,175) - -
EREIRBITHRG
(BfaE(b)) 133,364 33,341 - -
NHAERBITHRG
(BitaE(c)) 34,510 8,628 - -
FRERER 207,063 51,766 391,889 97,972
Bt

(@) By aspecial resolution passed at the special general meeting
held on 18 November 2004, a capital reorganisation was
approved and details of which are as follows:

(i) Every 100 issued ordinary shares of $0.25 each in
the capital of the Company be consolidated into one
issued consolidated ordinary share of $25

(“Consolidated Share");

(ii) The nominal value of each issued Consolidated Share
be reduced from $25 to $2.5 by cancelling paid-up
capital to the extent of $22.5 on each issued
Consolidated Share (“Capital Reduction”);

(iii) The amount standing to the credit of the share
premium account of the Company as at 29 February
2004, being $86,037,000, be cancelled (“Share

Premium Cancellation”);

Notes on the Financial Statements

(a) 1RIERA2004F 11 818 HEITHISBIMR
RABHEBHIFIIER EXEH
EEHE BT

(i) ARBRERHZ100RZREE
0.25 THERITEBREH A1
BREREE2 THERITEH
ZER ([E0RHB1)

(i) FBEHAB225THNERE
BITERONBRRE E£E
REBRTEHRONEEEH
2570 ZE2.57T (DRED 5

(i) HUEMR200452 829 FE
REATARBEZERERMD
86,037,000t 18 ([EUHMR
mfEl)

B RS HR AR
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24. Share capital (continued)
Notes: (Continued)

(b)

(9]

Notes on the Financial Statements

(iv) The amount standing to the credit of the
contributed surplus account and the capital
redemption reserve account of the Company
as at 29 February 2004, being $532,336,000 and
$173,969,000 respectively, be released from
such accounts;

(v) Each issued Consolidated Share of $2.5 be
subdivided into ten adjusted shares of $0.25
each (“Adjusted Share”);

(vi) The credit arising from the Capital Reduction
and the Share Premium Cancellation in the
amount of $174,212,000, together with the
amount of $173,969,000 released from the
capital redemption reserve account of the
Company (as referred to (iv) above), totalling
together $348,181,000, be transferred to the
contributed surplus account of the Company;

(vii) The directors be authorised to set-off the
aggregate amount of $348,181,000 transferred
to the contributed surplus account of the
Company (as referred to (vi) above), together
with the amount of $532,336,000 already
standing to the credit of the contributed
surplus account of the Company, against all of
the accumulated losses of the Company as at
29 February 2004, being $865,747,000; and

(viii) The authorised share capital of the Company
be increased from $270,000,000 to
$375,000,000 by the creation of 420,000,000
new Adjusted Shares.

As set out in note 19(a) on the financial statements,
Partner Logistics converted secured other loans of
$137,365,000 into 133,364,000 Adjusted Shares at a
conversion price of $1.03 per Adjusted Share. The share
capital and share premium account have been increased
by $33,341,000 and $104,024,000 respectively.

Pursuant to an open offer during the year, 34,510,000
Adjusted Shares were issued at a subscription price
of $1.03 per Adjusted Share. The share capital and
share premium account have been increased by
$8,628,000 and $26,918,000 respectively.

PR $R A YT

24. [R7K )

BteE: (4%)

(b)

(c)

(iv) fEBRA200452 298 RER
BEHRMRELNERFEER
{E8R™E > 5 Bl 5 #£532,336,000
T} 173,969,000 T KIFRIE s

(v) SREE25THERTEHR
H#HDA10RETREE.257T
HIRERS (ARG )

(i) BERBUEROGEEELEN
174,212,000 5B R AN F]
MEARERERBRD
173,969,0007T 5018 (40 L3t (iv)
Fr#l) #9#2F0348,181,000 T
ARDABNEHBERIRER;

(vii) EBERBEUEALQAREH
BERERIBN 4 $5348,181,000
TTRIFRIE (a0 Eati(vi) ATER) Rk
DNAREHBHRTERRER
Z%BRIBK532,336,000 TR IEIK
EAQTMN2004F2 8290 5
#865,747,000 T T Rt
Bk

(viii) 2D R)3EBIEMN4A20,000,000
BRFHAERG EEER
7XEH270,000,000 TR
375,000,0003% °

IE ANEA 5 $RR 5 19(a) FTdk > Partner
LogisticsiZ S MR AR 7 1.03 T E
{8 #8137,365,000 7T H9 A K E A
B A 133,364,000 AR D
B B2 47 )58 5 Bl 38 hn33,341,000
7T} 104,024,0007T °

BBERN—RDHEER AATRIT
34,510,000 AR D RRERSH
ER1.03T REARBRHEE D BB
18,628,000t % 26,918,0007T °



25. Reserves 25. {#1E

(a) The Group (a) ~£H
Land and
buildings
revaluation Capital
Share Special Capital reserve Exchange redemption  Accumulated
premium reserve reserve 1HREEN reserve reserve losses Total
RitEE RHGRE ERERE EfbGE EXGE EXREGRE ESy i a5
§000 $000 $000 $000 $000 §000 §000 §000
fr T T T fr Fr Fr T
At 1 March 2003 20033818 86,037 336,362 98,141 21,522 (7,034) 170,873 (770,651) (64,750)
Revaluation surplus, Ef{BRIRET
net of deferred tax HEANEER
(note 23(b)) (&223(b) - - - 416 - - - 416
Revaluation reserve LENEMERZ
realised on disposal Efif
of property - - - (526) - - 526 -

Exchange differences BENBAREE
on translation of the BERNERER
financial statements

of subsidiaries - - - - 325 - - 325
Capital reserve realised ~ MEAFEEMER

on liquidation of ZERGE

subsidiaries - - (149) - - - - (149)
Exchange reserve LENBAAMER

realised on disposal ZEffE

of a subsidiary - - - - (777) - - (777)
Profit for the year REERF - - - - - - 7,493 7,493
At 29 February 2004 2004525298 86,037 336,362 97,992 21,412 (7,486) 170,873 (762,632) (57,442)
At 1 March 2004 H200453518 86,037 336,362 97,992 21,412 (7,486) 170,873 (762,632) (57,442)

Revaluation surplus iR (Wa11(e)
(note 11(e)), net of TREEHERN

deferred tax R (K223()

(note 23(b)) - - - 4,011 - - - 4,011
Revaluation reserve HENEMERZ

realised on disposal EfEf

of property - - - (426) - - 426 -

Exchange differences BENBAREE
on translation of the BRZERER
financial statements

of subsidiaries - - - - 2,491 - - 2,491
Share of exchange DHRRMENER

reserve by minority e

shareholders - - - - (1,203) - - (1,203)
Capital reorganisation ERE4 (Hi24)

(note 24) (86,037) (336,362) - - - (170,873) 681,447 88,175
Shares issued under EREBRRTHRG

loan conversion (Hr2t24)

(note 24) 104,024 - - - - - - 104,024
Shares issued under RRERBTHRG

open offer (note 24) (Hi224) 26,918 - - - - - - 26,918
Capital reorganisation EAREARBTRY

and share issue X

expenses (14,308) - - - - - - (14,308)
Profit for the year REERF - - - - - - 38,019 38,019
At 28 February 2005 12005525288 116,634 - 97,992 24,997 (6,198) - (42,740) 190,685
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25. Reserves (Continued) 25. {#1& @

(a) The Group (Continued) (a) A&£H (&)

(i) The special reserve of the Group in 2004 () AEEZHERREEDEER
arose from the difference between the MR RRAREWIEE B
nominal amount of the share capital and ZRAEERRAREREE
share premium of the subsidiaries at the ARBBREZBITERRR
date on which they were acquired by the AHEBEZEZRE - FRELRE
Group and the nominal amount of the HFER % 120052528
ordinary share capital issued as B BIRBESR R T

consideration for the acquisition. Upon
the completion of capital reorganisation
during the year, the balance of special

reserve was $Nil at 28 February 2005.

(i) The capital reserve, land and buildings (i) BEARFB THREEYE
revaluation reserve and exchange reserve HFEHERELFEEYER
have been set up and will be dealt with in IoWERERERSH E
accordance with the accounting policies fh T3 RIBERY R NI E
adopted for business combination, FrER AR STBUER (MiEE1)
revaluation of land and buildings and BRIRE L

foreign currency translation (note 1).

Notes on the Financial Statements B R R 2R B B



25. Reserves (Continued)
(b) The Company

At 1 March 2003

Loss for the year

At 29 February 2004

At 1 March 2004

Capital reorganisation
(note 24)

Shares issued under
loan conversion
(note 24)

Shares issued under
open offer (note 24)

Capital reorganisation
and share issue
expenses

Profit for the year

At 28 February 2005

2003538 1H
AEEES
2004525291
200453818
BEAREHE (Hizt24)

EXREBRBETHRA
(KfzE24)

ARERBITHRN
(Ktz£24)

EXEAR
BITRMMAX

AEERA
2005624 28H

25. & @)
(b) &EAF

(Accumulated

Capital losses)/
Share Contributed redemption retained
premium surplus reserve profit Total
(RtEE|)
BRA R 1E BaEt EXEEREE RE R B
$'000 $'000 $'000 $'000 $'000
Fr Fr T T T
86,037 532,336 173,969 (857,092) (64,750)
- - - (8,655) (8,655)
86,037 532,336 173,969 (865,747) (73,405)
86,037 532,336 173,969 (865,747) (73,405)
(86,037) (517,566) (173,969) 865,747 88,175
104,024 - - - 104,024
26,918 - - - 26,918
(14,308) - - - (14,308)
- - - 59,281 59,281
116,634 14,770 - 59,281 190,685

Notes on the Financial Statements
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25. Reserves (Continued)
(b) The Company (Continued)

(i)

The contributed surplus of the Company
arose from: the difference between the
consolidated net assets of the Group’s
subsidiaries acquired pursuant to a group
reorganisation at the date on which the
reorganisation became effective, and the
nominal amount of the Company’s
ordinary shares issued under the
reorganisation; less the set-off the
accumulated losses of the Company
amounting to $865,747,000 as at 29
February 2004 pursuant to a capital
reorganisation (note 24(a)).

Under the Companies Act 1981 of
Bermuda (as amended), the contributed
surplus account of the Company is
available for distribution.

However, the Company cannot declare or
pay a dividend or make a distribution out

of contributed surplus if:

(a) itis, or would after the payment be,
unable to pay its liabilities as they

become due; or

(b) therealisable value of its assets would
thereby be less than the aggregate
of its liabilities and its issued share

capital and share premium accounts.

(i) The aggregate amount of reserves

Notes on the Financial Statements

available for distribution to shareholders
of the Company at 28 February 2005 was
$190,685,000 (2004: $Nil).

PR $R A YT

25. #fE @)
(b) &ATF (&)

(i)

(ii)

AATZEBHBRIEER
SEHBLATREAEMA
HEEEEAWBERZF
CEEFEEASTHEBITZ
AABREBEREEZELE;
WRE—BEAEH KA
FR2004F2 8298 B &
865,747,000 T Y R5TE 1B
HEHEE (FfEE24(a)) ©

RIBEEREZ1981FERQTE
(BAE5]) AR B2 EHE
ERER AT D Bl T AR R

BETIERT ARFR
REMEE B RS IRIGURES
RSB REZA Sk
BRRR:

(a) HEHNREE AT
TREHA T REBTE
HaE %

(b) ALFEEHNEE
BEEEMEREEE
B BITIRAR R 0E
BAR 24

2005228 H A D EL
FTARRXARRZEHE
#5190,685,0007T (20044 :

ZiT) e



26. Commitments

(a) Capital commitments outstanding at 28 February

2005 not provided for in the financial statements
were as follows:

Contracted for EHES

26. &iE
(a) #2005%F2H28H  REMNMIE

EPBHRRARBEBHERE

B’

The Group The Company
REE ARE

2005 2004 2005 2004
$'000 $'000 $'000 $'000
Fr T Frx Fx
1,267 = - =

(b) At 28 February 2005, the total future minimum

lease payments under non-cancellable operating

(b) 200542 H28H ' 1R 15T Al fEER
WEEHERE A RENHNRER

leases are payable as follows: ERREAYNT:
The Group The Company
REE ARE
2005 2004 2005 2004
$'000 $'000 $'000 $'000
T T Fr F
Within 1 year 1ER 46,164 36,747 2,520 4,080
After 1 year but within 1F#&B5FR

5 years 45,147 27,922 1,050 3,570
After 5 years S5F#% 701 - - -
92,012 64,669 3,570 7,650

The Group leases a number of properties under
operating leases. The leases typically run for an
initial period of one to three years, with an option
to renew the lease when all terms are renegotiated.
Lease payments are usually adjusted to reflect
market rentals upon renegotiation of the terms of

the lease.

REBNEEHERAI W
ELEHE-RIOSABE—FE=
FUEAREEEINARE
B ERIERRE T EHNEE
HENRBEEESREHENRK
MEFHE URRmSHE.

B RS HR AR
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27. Contingent liabilities

(a)

(b)

At 28 February 2005, the Company has issued
guarantees to banks and financial creditors in
respect of general banking and other credit
facilities extended to certain subsidiaries of the
Company amounting to $95,346,000 (2004:
$248,427,000).

As explained in note 5(a)(ii), as at 28 February
2005, tax treatments adopted by the Group
relating to certain offshore income and agents
commission payments and promoter fees
arising in prior years are being challenged by
the IRD. In the event that the Group is not
successful in defending these challenges, the
Group may be subject to significant additional

tax liabilities and possibly penalties.

28. Pledge of assets

(a)

Notes on the Financial Statements

At 28 February 2005, under the revised
agreement as set out in note 18(b) on the
financial statements, debentures were
executed by the Group in favour of its bankers
and financial creditors charging, by way of
fixed and floating charges, all of the
undertakings, properties and assets of the
Company and 17 of its subsidiaries as security
for, inter alia, all obligations and liabilities,
actual or contingent, from time to time owing
by the Group to the bankers and financial
creditors. Rental revenue of the Group is also

charged in favour of the Group’s bankers.

PR $R A YT

27. REEE

(a)

(b)

200552 H28 R A RA T FERIT
RS EREAG T KB A R
—MEBTREMERRESE
mERITRMBEEEAMED
4+£95,346,0007T (200445 :
248,427,0007T) KIHE{R-

1 ANHFEES () (i) AP A% 7200558
2A28H AEEMUTFENE
FERFERARREMRS S HEEZE
BHEEEANREERES A3 E
MBERER - MRAEEHELE
BiRERE T EER RNEES
BRRIMNEE RER B A BN SR

28. EEIKH

(a)

200552 A28 0 RIEMHTEE18
(b) Frift 2 E1EFT i REEE
RV EREE UAATRE17HE
MEBARIZEEE MEREE
BREERFEIRAN FRITR
B ERAMERIRIR LMERHE S
BEREERREXIRTRIHEE
BANFEBERSREEERE
EHIE IR o AN E 2 S W T
AR F AR @2 RATo



28. Pledge of assets (Continued)
(b) At 28 February 2005, the Group pledged the capital

(c)

contribution to a subsidiary of the Group
amounting to US$235,000 and all the benefits
accruing to the pledged equity interest of 11.625%
of the subsidiary to the Group’s bankers and
financial creditors as security for, inter alia, all
obligations and liabilities, actual or contingent,
from time to time owing by the Group to the
bankers and financial creditors.

At 28 February 2005, the Group pledged all rights,
titles and interests in 56.46% of the entire share
capital of IAC and TSL China and all benefits
accruing to the pledged equity interest to the
Group's bankers and financial creditors as security
for, inter alia, all obligations and liabilities, actual
or contingent, from time to time owing by the

Group to the bankers and financial creditors.

29. Connected and related party
transactions
(@) During the year ended 28 February 2005, four

subsidiaries of the Company, BTSL, EF, GZ Xiang
Yun and TSL Trading sold and consigned finished
goods to Hua Long amounting to $128,417,000
(2004: $185,950,000) and Rui Feng amounting to
$16,852,000 (2004: $9,433,000). The transactions
were carried out by way of cost-plus pricing
arrangement in the normal course of business of

the subsidiaries.

Hua Long and Rui Feng were licensees of Tse Sui
Luen Jewellery (China) Limited and distributed the
consigned finished goods to shop outlets operating
under the trade names of “Tse Sui Luen” in the
Mainland China. There was no monetary
consideration paid by the licensees in respect of

using the trademark licenses.

28. EEKH @)

(b) 7A2005F2H28FH ANEEIELER
— EIH B J#9235,000% 7T
EERERZHE QAN
11.625% 2 3K IR IR AR5 Fr R 5t
B — RIS AR T AR E B AR AT
REITBEREA MEREPEIER
EE T RERITR M ERAN
FEERRSERBEREBHHNIE
e

(c) 7A2005F2H28F ANEEIELHER
I A C A 5t 3 B o Bl 48 8 R
#956.46 % i — 1A R - B REA
R R EEARARE S TR
— A RIB R FREBAIRITR
BISERA  MERE P EIEARE
BB R SR AT I B RS R A RO FT
EERSRNE B EREBHIET

29. BERBABMALRS

(a) REZ2005%2H28H
LEEF R 2N B 9 P RS Ff VB 2 =
Lt EHER EBHERE BEMNEE
I 3 B D Bl [ SERE AN 3%
EERTERMM128,417,000
7t (20044 :185,950,0007%) 1
16,852,000t (2004 &F:
9,433,0007T) ° 5L 5 2 K M
BAREEFEBEBRERURK
IR EBE T

FEMREIDHIRMRE 1T
(B BRA AR A ERES
B EELTERRMOHEEES
Bt DA [ im e | B & B 2R
JE 5 58 A AR 6 A B B R L
AR EAEEAE.

B RS HR AR
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29. Connected and related party
transactions (Continued)
(a) (Continued)

During the year ended 28 February 2005, TSL
Trading received commission, depending on
the nature of the products, amounting to
$19,515,000 (2004: $15,347,000) and
$2,878,000 (2004: $1,117,000) from Hua Long
and Rui Feng for their respective confirmed

purchases form BTSL.

During the year ended 28 February 2005, SH
TSLCS provided consultancy services to sale
outlets of Hua Long and Rui Feng in return for
fees amounting to $226,000 (2004: $1,176,000)
and $30,000 (2004: $82,000) respectively.
During the period up to 30 April 2003, the
consultancy service fees were charged at a
progressive percentage up to 5% of turnover
of the relevant retail outlets if the turnover of
the retail outlets to which the consultancy
services are rendered exceed certain thresholds.
From 1 May 2003 to 30 April 2004, the
consultancy service fees are charged at 0.4%
of turnover of all the retail outlets. No
consultancy fees were charged to Hua Long
and Rui Feng since 1 May 2004.

During the year ended 28 February 2005, Tse
Sui Luen Jewellery Consultancy Service Limited
("TSLJCS") paid Hua Long consultation fee
amounting to $558,000 (2004: $729,000) for
Hua Long’s advice of public relation matters
to TSLJCS.

Notes on the Financial Statements B R R 2R B B

29. BERBEBALRS @

(a)

(&)

REZE2005F2H28A LFER>
it S B R E R A IR IS TR M
tEAEBBENE M D RRE
mEEDEDEA R WERMA
#19,515,0007c (2004 4 :
15,347,0007T) #12,878,0007T
(20044 :1,117,0007T) °

EHZ2005%F2 828R ILFER £
S B A A AR K [
FEEE R FRIE Y SR (L R RS AR -
2 B ENE F226,0007T (2004
%:1,176,0007t) %30,0007T
(2004%:82,0007T) "REE
200344 30 H 1-HYEARE A - BE RS
ERUHETERHEXBETS
5% R E 2 L AL HEE B
AR RIS Y B E R T Y & T
BEBETEEAAXNERE
Fi°H2003F5H18%2004%F
AB30BHIM BERBRUMES
EEHEEEMN0.4% WH-H
2004F5 81 A8 ZARKREM
ERERWHIEWEERER-

HZE2005F2H28H L FER
LBk ERE R RS A PR A J ([
Ik EERE R AS ) LEERE MR A F
FriRti D HBAREEH mEE
B {+&7AE F558,0007T (2004
££:729,0007T) °



29. Connected and related party 29. AERBBMALRS @
transactions (Continued)

(a) (Continued) (a) (#&)

Hua Long and Rui Feng are companies controlled
by Mr. Qi Jian Hong (“Mr. Qi"”) who is a substantial
shareholder and a director of the two subsidiaries
of the Company, IAC and TSL China, and is also a
director of a subsidiary of TSL China, BTSL. The
licensing, sales, consignment, commission and
consultancy service arrangements therefore
constituted connected transactions under the
Listing Rules.

The independent non-executive directors of the
Company have reviewed these connected transactions
and confirmed that such transactions were:

— entered into the ordinary and usual course of

business of the Group;

— conducted either on normal commercial terms
or, if there is no available comparison, on terms
that are fair and reasonable so far as the
shareholders of the Company are concerned;

— in accordance with the Licensing and
Consignment Terms (as defined in the circular
dated November 2003), master supply
agreement, comprehensive services
agreement, and other terms governing the
continuing connected transactions that are fair
and reasonable and in the interests of the

shareholders of the Company as a whole; and

— within the respective limits as set out in the
circular dated 6 November 2003.

HEREMInIE I HESRI L ([
T ER MEREBRERD
=) i 2 ) — | A T
FENEERRNES LA H
B PP B — R B BB ) b S et
HES-HLL - RAUERNER &
B FE-AENEEREHNZH
B EmRAERNEERS

RRBNBLFATESCER
RELEERS UHERELRS
RETHIER T #T:

- EARKEN—BRMAEES
PBREPET;

- REFBEEGRR H (HE
RZ EHER 5 UELLR) &
HARQAFRRM = BRAF
&R ARFRETT S

-  ERRVEEERAESERRK
(#Z2003F 11 B BHES
FrRE) BHEHE 20
BRAS % WA HL AR E
FERAER SN AFMEEN
RFEGETT WERELFE
D E R R

—  1%2003F11H6 AR HAE
EETEMAER RN ETT

B RS HR AR
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29. Connected and related party
transactions (Continued)
(b) Partner Logistics acquired all the rights, title

(c)

Notes on the Financial Statements

and interests in the indebtedness due to certain
of the bank lenders by the Group amounting
to $195,731,000 and $14,000,000 on 11
February 2004 and 2 April 2004 respectively.
Partner Logistics is a company controlled by Mr.
Tse Tat Fung, Tommy, the substantial

shareholder and a director of the Company.

On 16 December 2004, Partner Logistics
converted $137,365,000 of the loans owned by
the Group into ordinary shares of $0.25 each
in the capital of the Company.

The outstanding loans due to Partner Logistics
amounted to $72,367,000 (2004: $195,731,000)
are secured and interest bearing at Hong Kong
Interbank Offering Rate plus 2%. During the
year ended 28 February 2005, interest expenses
paid to Partner Logistics amounted to
$4,189,000 (2004: $210,000).

During the year ended 28 February 2005, TSLJ,
a subsidiary of the Company, purchased raw
materials and finished goods from Rosy Blue
Hong Kong Ltd. (“Rosy Blue HK") amounting
to $122 million (2004: $90 million). As at 28
February 2005, the amount due to Rosy Blue
HK was $67 million (2004: $37 million).

During the year ended 28 February 2005, EF
sold raw materials to BTSL through Rosy Blue
(Shanghai) Diamond Co., Ltd. (“Rosy Blue SH"),
an authorised diamond trading company in the
PRC, amounting to $71 million (2004: $5
million). As at 28 February 2005, the amount
due from Rosy Blue SH was $5 million (2004:
$Nil).

PR $R A YT

29. BENBEBALRS @)

(b)

(c)

Partner LogisticsiA200452 A 11
A&2004F4 8285 BB AKRE
BEEEEELERBITH
195,731,0007t X 14,000,0007T
BT EREF AR MR
Partner Logistics2 — B HZARA
ERNEE & el Pty
AT

Partner LogisticsiA20045 128
16 HIL AL B 137,365,0007T
ENEBBRARATRETSRE
{B0.25 T EBIR

K Partner LogisticsHE
72,367,000t (2004
195,731,0007T) B EEAREE
BIRITREIEREM2% 5B RE
£2005F2H28HILFE E1F
Partner LogisticstIRIEERA
4,189,000t (20044 :210,000

JT) °

AT — R A RSB RE
REZE2005F2A280 L FE - #
Rosy Blue Hong Kong Ltd.
([Rosy Blue HKJ)BAH
122,000,000 (2004
£:90,000,0007T) KR AT HH R 2
Ffn°i200552 A28 B FEfT
Rosy Blue HKHFHES
67,000,000 (2004 F:
37,000,0007T) °

EHERNEZ2005F2H28H
LEEEB—RPERTERE
SATMERM (L8) ERERA
A (TEBGR LR ) mdL =
HE R MR £2(71,000,0007T
(20044 :5,000,0007T) 42005
F2H280H  EWERIR LB
1§55,000,0007T (20045 &

) @



29. Connected and related party

transactions (Continued)

(c) (Continued)
Rosy Blue HK and Rosy Blue SH are fellow
subsidiaries of Prime Investments S.A., a preference
shareholder of Partner Logistics. In the opinion of
the directors of the Company, the transactions were
carried out on normal commercial terms and in the

ordinary course of business.

30. Recently issued accounting standards

31.

The Hong Kong Institute of Certified Public Accountants
has issued a number of new and revised Hong Kong
Financial Reporting Standards and Hong Kong
Accounting Standards (“new HKFRSs”) which are
effective for accounting periods beginning on or after
1 January 2005.

The Group has not early adopted these new HKFRSs in
the financial statements for the year ended 28 February
2005. The Group has already commenced an assessment
of the impact of these new HKFRSs but is not yet in a
position to state whether these new HKFRSs would have
a significant impact on its results of operations and

financial position.

Post balance sheet events

(a) Subsequent to the balance sheet date in April 2005,
the ICAC arrested 11 persons in relation to an
alleged illegal commission scheme and suspected
misappropriation of funds. As set out in a press
announcement by the ICAC dated 22 April 2005, it
was alleged that certain existing and previous
employees of the Group, including directors of the
Company, were involved in a scheme to offer illegal
commissions to employees of a number of travel

agencies and to help them to evade tax.

29. FAENBEBMALIRS @

() (&)
Rosy Blue HKFIEEHR B L84
Partner LogisiticsAI8 5 IR AR R
Prime Investments S.A.BI[E 22 Ff
BARARRNESRARSER
BEKBREPREEDEERE

e

30. FAL A EETER
BRI BAREA T SEFTREE
TR (BB R SRR A (BBRE
A ([HEBHBRELEA ) B
R4 M200551 A1 B AR BB
L HEE=

REELEHBE2005F2H28H LLF
EMBHRRREFRAELHEBIBER
HER A KB BRI R B B 5
REFEAWZE BRERNAEREHR
RS L RIS B H A KB E R
MR BRE RN ZE -

HERSE

(a) 7E2005F4RMNEEBE RBA
ERES LR AR HERIZE
RESM\IH T +— A-Em2005
F4B22 B HBRBABHRNN
BEAMME REAERAEHIRA
EEETRERAEEE (BFF
RRATES) P HRE S B HRITHE
KR SR MIEAREIR - 0 15 B fth 1P
HHo

31.
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31. Post balance sheet events (Continued)
(a) (Continued)

The directors have consulted with the
Company’s legal advisers as to what legal
implication the investigation undertaken by
the ICAC and its allegation will have for the
Group as a whole. In view of the discussions
with the legal advisers, the directors conclude
that it is too early for them to make any
assessment of any legal implication. The
directors also conclude that they are not aware
of any circumstances that lead the Group to
believe that there are significant financial
effects as at 28 February 2005 in this regard.

(b) Since 28 February 2005, the Group has entered
into agreements for renting of premises. The
total future minimum lease payments under
these non-cancellable operating leases are

payable as follows:

Within 1 year 1R
After 1 year but within 5 years 1F#%B5F R

32. Ultimate holding company
The directors consider the ultimate holding
company at 28 February 2005 to be Blink
Technology Limited which is incorporated in BVI.

128 Notes on the Financial Statements B R R 2R B B

31. £ EAREEH @)

@ @
B0 HCHAD LR R
HABELEE R LR
B LA E B R E 3
REEENN S EENEHRER
TR AR R
BRI R BRI LA
EEEAEREHAEBAEH
200552 A28 AR EEA B
&,

(b) E2005F2H28H#% NEEFE
TETYEHEESE RIETAIAF
BRI EAER A BREANRE
HENRELHNT:

The Group
REE
$'000

Fx

18,318
54,732
73,050

32. BRRERAF
EEF A 200552 A28 H AR
RARABNRRBEZSEMAK L
Blink Technology Limited °



Five Years

Financial Summary

(Expressed in Hong Kong dollars) (BETTHR)
Results E
Year ended 28/29 February
HZE2H28H, 29ALLEE
2005 2004 2003 2002 2001
‘000 ‘000 ‘000 ‘000 ‘000
Frx T T T T
Turnover = 3 1,275,996 955,625 954,135 983,530 1,177,525
Profit/(loss) from BRFLAIIER
ordinary activities BB,
before taxation (&) 80,929 36,129 (48,214) (34,449) (36,868)
Income tax FiSHL (35,528) (17,012) (3,711) (1,592) (5,330)
Profit/(loss) from BRREILEE
ordinary activities EBEF,
after taxation (E518) 45,401 19,117 (51,925) (36,041) (42,198)
Minority interests DERRER (7,382) (11,624) 2,447 (284) (26,090)
Profit/(loss) from REE

for the year BR, (E518) 38,019 7,493 (49,478) (36,325) (68,288)
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ASSETS AND LIABILITIES

Investment properties
and property, plant
and equipment

Deferred tax assets

Interest in associates

Investments in
securities and
non-current assets

Current assets

Current liabilities

Secured bank loans &
other loans
Obligations under
finance leases
Employee benefit
obligations
Amounts due to
minority
shareholders
Deferred tax liabilities

Minority interests

Shareholders’ fund

Five Years Financial Summary

REMHER
- -BER
B

R IAEE

=Nk £

FERER
FRBEE

S
I
s
T

BHEPRITER
R EME R
BEHEEAE

EEBFIRK

D8
MRERFRIE

EERERE
DY RER
R R

EEPBEE

EERER

At 28/29 February

#2A288 298

2005 2004 2003 2002 2001
'000 '000 '000 '000 '000
Fr T Fi Fr T
99,541 63,045 65,653 74,305 81,838
17,684 3,143 — — —
- = = 1 4,155

600 597 597 597 597
674,266 551,166 450,145 538,467 614,674
(445,712)  (553,453)  (467,521)  (529,414)  (550,239)
346,379 64,498 48,874 83,956 151,025
(74,433) - - - -
(876) - = - _
(10,190) (9,570) (11,192) (8,471) (8,486)
- (1,497) (3,199)  (11,107) (21,368)

(781) (300) = - _
(17,648) (12,601) (1,261) (1,483) (7,897)
242,451 40,530 33,222 62,895 113,274




Summary of Properties

Percentage
Gross floor interest
Location area in property
b:uk EEEE YEERLE
(sq. feet)
(FFFR)

1. Private Car Parking Space Nos. 43-50,
and 73 on Basement
and Lorry Car Parking Space Nos. 1-4, 6, 11 and 14,
1st Floor, Summit Building,
30 Man Yue Street, Hung Hom,
Kowloon, Hong Kong N/A 100%
BB NEAMRAE05REE TR K EE
43-50% 73FAREBAEM K11
1-4, 6, 1R 145 EEHE (L

2. Units A1-A7, B, Front and Rear Portion,
Storeroom No. 3 and 5, Ground Floor,
Units A1-A2, B and C, 1st Floor, Unit E-H,
2nd Floor, Units A-K and Flat Roof, 3rd Floor,
Summit Building,
30 Man Yue Street, Hung Hom,
Kowloon, Hong Kong 91,455 100%

BERNEAMRBEBOREET AR T

A1-A7, BEL BIEER £ 3RS IHFNE
1#2A1-A2 8 BRCEEAV ; 242E-HEE(
SEA-KENURTA

3. Units A and B, 1st Floor, Shui Ki Industrial Building,
No.18, Wong Chuk Hang Road,
Aberdeen, Hong Kong 10,716 100%
BERBBFEMNEISHHEHIERE
MEAZBE(L

Category
of tenure
FHNDE

Usage
Jizke3




Location
biok
4. Office Units 901, 902 and 918, 9/F,
Office (South) Tower, Beijing New World Centre,
Chongwenmen Wai Main Street West,
Chongwenmen District, Beijing, PRC
FPEIAL R R MEREX ISP AHTA 5 H R
O ZEIEREIE 901, 902 %918 P AEE(
5. Unit A1 on Level 1 and 2, Block 2,
Heng Chang Garden, Beijing, PRC
REdL R T E S TEE 2 B 1-218 A1
6. Flat 01, 23rd Floor, Block F,
Beijing Rome Garden, Cao Hui Road,
Chaoyang District, Beijing, PRC
PRI R B E SR E S E FE23E
L:  Long term lease L: REHE
M:  Medium term lease M: R E
C. Carpark C: JHEAY
I: Industrial unit I: THFEN
O:  Commercial office O: EEE=R
R:  Residential R: =
N/A: Not applicable N/A:  TEH

132 Summary of Properties YERE

Gross floor
area
BEEmE
(sq. feet)
(FFFR)

2,858

1,654

1,735

Percentage

interest
in property
YRR

100%

100%

100%

Category
of tenure
FHNDE

Usage
Jizkes
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